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PREFACE 


This volume and the two following in the series on The Economics of 
Labor attempt to set forth some of the problems in labor economics in 
such manner as to make them understandable to the mature student and 
the intelligent general reader. It is probably true that the volumes do 
not, separately or together, constitute “texts” or “a text” in the con- 
ventional usage of the word. The treatment of the problems is more 
exhaustive and detailed than would have been possible in a shorter 
treatise; somewhat more of economic theory has entered into the analyses 
than is ordinarily the case; no attempt has been made to gloss over 
difficulties or to avoid, for the sake of “simplicity,” severe reasoning and 
what may appear upon first glance to be a summons to master con- 
siderable factual material. We have tried to present the problems 
as simply as the phenomena with which we have been grappling 
would permit, but it so happens that most of these phenomena 
are an3d;hing but simple in their nature. Nevertheless, the needs of 
the student and of the instructor have always been in the minds of the 
authors, and it is hoped that, in addition to whatever services the 
treatise as a whole may perform, the three separate books will not be 
without their value as instructional aids in the three branches of the 
field to which, obviously, each is most applicable. 

The writing of these books has encountered many interruptions, and 
has therefore been spread over a period of years. They have been years 
of rapid — ^in some respects unprecedented — change. The consequent 
difficulties, in the preparation of a work of this type, are obvious. We 
have, however, made an effort to bring the discussion reasonably 
up to date, and we hope that whatever errors of detail have crept in 
are not so numerous as to demand great charity on the part of the 
critical reader. 

In a treatise of the length of these three volumes, the writing of, and 
primary responsibility for, different segments necessarily had to be 
assumed by one or the other of the authors. While all chapters were 
drafted after numerous consultations between us, and the three boolcs 
constitute a joint product for which joint responsibility is accepted, it 
seems not out of place to include a word as to the division of labor. The 
present volume, Lahore's Progress and Some Basie Labor Problems, has been 
written by Mr. Montgomery, who is primarily responsible for it; the 
second volume. Labor’s Risks and Social Insurance, has been written by 
Mr. Millis, who in turn is primarily responsible for it; while in the third 
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volume, Organized Labor, the chapters on union structure, government,' 
and interrelations, on the union in industry and the theory of collective: 
bargaining, on trade-union policies and practices, on the law of labor; 
and strikes, lockouts, conciliation, and arbitration, and on employee ! 
representation plans have been written by Mr/Mllis, and those 'bn'"the'' 
forces initiating and conditioning trade unionism, on the history of the 
trade-union movement in England, on the development of labor 
organization in the United States, and on labor and politics by hlr. 
Montgomery. 

The many names appearing in the contesrt and in the footnotes of 
these three books are indicative of our great obligation to the research 
and studies of our fellow workers in the field of labor economics. Specific 
acknowledgment of the aid of all those to whom we are indebted in a more 
direct and personal fashion would necessitate the enumeration of many 
names, but it is our pleasant duty to make particular mention of the 
help we have received from some of them. Those who have contributed • 


most to the making of Volumes II and III are mentioned in the prefaces 
to those two volumes respectively, and acknowledgment is here confined 
to those who have aided most directly in the production of Labor's Prog- 
ress and Some Basic Labor Problems. Professor Paul H. Douglas, of the 
University of Chicago, generously permitted us to make extensive use of 
the many boolis that have resulted from his research, and in addition he 
kindly read practically all the first four chapters and made many helpful 
suggestions. Professors Donald English, Paul T. Homan, Paul M. 
0 Leary, and Harold L. Reed, of Cornell University, read parts of the 
manuscript and gave their adviee on many points. The research assist- 
ance of Robert K. Burns, Lily Mary David, Marie Pooley Eaton, Robert 
J, Landry, and George S. Wheeler has made it less difficult that in other- 
wise would have been to complete the book at this time. To all these, 
as well as to generations of patient students to whom the material has 
been presented in one form or another, the authors acknowledge their 
indebtedness. 


Harrt a. Millis, 
Royal E. Montgomery. 
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EDITOR’S FOREWORD 


Idor’s Prosress and Some Basie Labor Probkms is the first of three 
volumes on the subject of labor. The complete treatise is described 
more in detail elsewhere in this volume. These volumes by Professors 
Millis and Montgomery are based on years of thorough research and upon 
years of practical experience in dealing with labor problems, The 
treatise will be an authoritative and definitive analysis of the subject of 
labor. 

The volume here presented, interestingly enough, is also the first of a 
new series of Business and Economies Publications which has been pro- 
jected and is being sponsored by the University of Chicago Press and the 
McGraw-Hill Book Company, Inc., in cooperation. The fact that there 
are many other series dealing with this field of study calls for a word 
of explanation. 

During the past ten years programs of study of departments of 
economics and the curricula of sdiools of business have been undergoing 
many fundamental changes. In departments of economics emphasis is 
more and more being turned on practical aspects of the problems with 
which those departments deal. In schools of business, on the other 
hand, more emphasis is bring placed upon the theoretical side of their 
problems. Meanwhile business itself is undergoing profound changes. 
Government more and more intervenes in business. In these circum- 
stances there is at present a demand for studies which are pret)ared with 
these trends in mind. ■ 

All the various titles in the series here projected, in so far as there is 
need, will emphasize the chan^g relationship between government and 
business. Whether one agrees or disagrees with the flood of legislation 
which has swept over the nation during the past ten years, the fact is 
that it is here and business must make adjustments to it. Although much 
of this legislation may be revised as time goes on and some of it may be 
repealed in its entirety, it is safe to say that the major portion of it will 
continue as a part of our national social policy. Both businessmen and 
students of business must have an appreciation of the new standards of 
business conduct and the new administrative machinery that the govern- 
ment has set up, the operations of which profoundly condition modem 
business management. 

In this series a conscientious effort will be made to combine both the 
practical and the theoretical points of view. Almost without exception 
the authors who will be invited to contribute titles have had substantial 



EDITOR’S EOEEWORD 


sn 

practical experience in dealing with problems about which they will 
write. While this does not insure the most effective materials, it is some 
guarantee against treatises which start from a theory and end in on 
hypothesis. 

The present series of texts, studies, and treatises is in part a new 
publication venture and in part a projection of two separate series con- 
ceived and inaugurated by Mr. L. C. Marshall, who at the time was 
Chairman of the Department of Economics and the Dean of the School 
of Business at the University of Chicago. One was the Materials for 
the Study of Economics and the other was the Materials for the Study of 
Business. It is the hope and expectation of the editor of the present 
series to combine the best in the two previous scries and to carry it 
forward. 

In the revision of existing titles and in the development of new ones 
an effort will be made to fit them into prevailing business curricula and 
into programs of study of departments of economics. The series will 
not be a haphazard collection of unrelated titles. As rapidly as possible 
it will present a program of materials covering the fundamentals of 
business, business management, and economics. 

The great need at the present is for treatises presenting clear, direct, 
and analytical treatment of problems of modern business and economics 
in the light of current developments. That is the object of the present 
scries. 


W. H. Spencer. 



LABOR’S PROGRESS AND 
SOME BASIC LABOR PROBLEMS 


Chapter I 

BACKGROUND: PROBLEMS AT ISSUE AND 
METHODS OF ATTACK 

Any attempt searcliingly to probe, and realistically to grapple with, 
the problems and progress of labor necessitates a prefatory allusion to the 
v^ins titutional arrangements under which labor i.«L hMi.ght^-n<L.<;n1iLanH a. 
bnef summary of the more important trends and developments that have 
gone into the making of the modem economic order. For the most part, 
to be sure, the character of these arrangements will be taken for granted in 
the present volume, and a working knowledge of the more important 
economic trends and developments will be assumed. Yet a brief intro- 
ductory reference to these background factors is almost indispensable. 
Moreover, it so happens that the recording of the story of labor’s progress 
and the investigation and elucidation of basic labor problems involves a 
reliance upon statistical data and, to a certain extent, the employment of 
technical or quasitechnical terms. This fact dictates the inclusion at the 
outset of a few words about the means of mteasuring and expressing quan- 
titatively the social phenomena with which we shall deal. In this initial 
chapter we shall therefore be concerned, first, with a recalling to mind of 
some of these institutional characteristics and developmental trends, and, 
second, with a rapid survey of the problems at issue in the chapters 
immediately following and an examination of the methods whereby they 
can be attacked. 

Some Backgbouot Teends astd Conditions 

The problems discussed in this volume are predominantly, although 
not exclusively, those emerging from a system of capitalistic free enter- 
prise. A word about the bundle of institutions constituting this system 
and the assumptions underlying them is accordingly in point. 

The Assumptions of Capitalistic Free Enterprise.— The processes of 
production and distribution are today carried on, of course, within an 
institutional framework of private property, gain-getting, and relatively 
imperfect competition. For the immediate purposes, the assumptions 

1 
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underlying the system — its philosophic basis — can be stated briefly and 
uncritically. Private property— an agglomeration of rights that have 
evolved and arc protected by social sanction — ^has been a means of fur- 
thering the material progress of the severjil peoples, since the possibility of 
acquiring private property, the right to pursue economic gain, is the great 
incentive to productive effort. Articulation of the notion goes back at 
least to Aristotle. Competition, in turn, is the “ invisible hand ” holding 
gain-getting within socially desirable limits and directing it into further- 
ance of the common weal. 

Under a regime of profit-making and competition, the energies and 
resources of the community are ultimately distributed among different 
lines of economic effort in such proportions as to mammizc the happiness 
of men. Since each consumer so distributes his expenditures as to realize 
equal units of utility (or satisfied desire) from the final units of money he 
exchanges for goods, market prices reflect merely the relative urgency of 
the desire of cousuaters: for the has! or ssarginal units of different Iduds of 
goods. The price of every commodity is equal to tlie utility to the indi- 
vidual buyer of the final or marginal unit, and when competition is func- 
Uoning perfectly, there is, in turn, an equivalence between the marginal 
cost (i.c., of tlie final or marginal unit) to society of the commodity and 
its price. Consequently (ignoring at this point the fact, most discon- 
certing to the optimistic assumptions, of inequalities of income) the 
utility to society of the last unit of each commodity produced is just equal 
to the cost to society of its production. Should the desires of consumers 
change, their demand curves moving to right or to left, prices will be 
altered, profit margins will shift, and the stream of energy devoted to this 
given purpose as against that will change; but more or less quickly society 
will move to a fresh equilibrium where again the allocations of energy will 
yield to consumers maximum satisfaction. In similar manner, the sys- 
tem of capitalistic free enterprise divides the sociiil product among the 
several claimants upon it. Eacli unit of labor, and each of capital, tends 
—under the compulsion of competition— to be paid the amount added to 
tlie product by the final unit employed. Between these two factors, in 
turn, an equivalence is struck, so that a dolla^-praded for Jabor yields 
the same return as one expended for capital. Real differences in the rate 
of interest among different lines of enterprise and real differences in the 
rate of wages among different groups of workers arc, with free competition, 
leveled down by ingress and egress of labor and capital to and from the 
various industries and groups. Costs arc the measure of resistance to the 
satisfaction of man s economic wants, and when marginal cost to society 
is just equal to price, society has best economized- has obtained the 
"optimum” distribution of— its stock of resources. In a system of free 
bu>nng and selling of goods and of the factors of production, Uiis condition 
of most economical utilization of rcsourcts tends to be attained. 
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Obviously, then, the idea of liberty is an integral part of modern 
capitalistic institutionalism. This idea, in its contemporary economic 
denotations, is a product of changes in the organization of industry, in the 
character of productive instruments, and in the relations of men to these 
instruments. It acquired its modern substance when these changes had 
created a situation where freedom became a component part of the regu- 
lation of economic activities, as suggested in the preceding paragraph, 
and where the emoluments of a private-property and gain-getting econ- 
omy could be realized only when individual freedom obtained. This 
freedom may be subject to such restraints as an individualistic society has 
seen fit to impose, but in the philosophic basis or rationalization of capital- 
istic enterprise free3bm1must“be'regafded as'the general rule and restraint 
aTthe exception. 

^ 'Two familiar historical facts will, however, bear recalling: that the 
system of free enterprise, as the term has been applied to the nineteenth- 
and twentieth-century mode of producing and distributing economic 
goods, developed only slowly, with changes in the organization of industry 
and in the relationships to each other of different social groups; and, 
second, that since the early days of capitalistic-commercial-industrial 
economy the tendency has been more and more toward a curbing — ^by 
exercise of the coercive power of the state and by other means— the more 
individualistic aspects of capitalism. Both facts merit a little detailed 
consideration, and they invite a bit of historical recapitulation. 

Enthusiasm for freedom of enterprise was an inevitable concomitant | 
of the industrial changes experienced in England during and after the 
third quarter of the eighteenth century. Although some of the funda- 
mentals of the modern system of production, particularly the buying and 
selling of labor power for a money wage and the divorce of the worker 
from ownership of his product, had become established much earlier, 
production in pre-Industrial-Revolution days was carried on, for the most 
part, under the handicraft a nd domestic_ sys^tems, and strict, minute 
regulation of econi^c activity could be, and was, the general rule. Like 
the majority of general rules, the departures were often as conspicuous as 
the adherences, especially as merchant middlemen in the woolemindustry, 
lMe_troubled .byjhe ethical precepts of “just,.price” underlying the 
private law of the g ilds and the national network of regulation, came to 
occupy a position of business dominance; b ut control o f economic activity 
was an integral part of the philosophy of a Merc an tilist age. When, how- 
ever, accelerated changes took place in the seventeenth and early eight- 
eenth centuries, jybe„old system of regulation rapidly ..bqcame_ obsolete; 
and when, still later, the "great inventions” began working. their effects 
upon the social fabric of England and industrial capitalism appeared upon 
the economic horizon, the old policy of regulation had to succumb. Gov- 
ernmental regulations bound and hampered reserve capital at every point, 
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and it was to be expected tbat the nm madiincry of the eighteenth cen- 
tury, bringing rrith it revolutionary changes in industrial methods and 
unprecedented opportunities for enterprise and gain, should have created 
an abhorrence of the old restrictive system and an enthusiasm for free 
enterprise — that a complete harmony of interests should have been 
discovered ■within the body social and that laissez faire, the policy of 
removing restnetions and permitting the body economic to function in its 
“natural” manner, should have come to be looked upon as both the cure 
for the ills alHicting society and the guarantee of future growth and 
health.^ 

To the industrial proletariat created by changes in the mode of pro- 
duction, however, the consoling religiosity of the early laissez-faire 
economists, who held that the individual was led as by an in'visible hand 
to seek his own gain and find another’s happiness, made little appeal. 
The new machinery had reduced relatively the number of independent 
craftsmen and increased the number of factory wage earners, had thrust 
the mass of workers into congested and unregulated city life, had made 
possible the employment of women and children in factories and mines, 
had taken away from the workers control of the tools of production. 
Physical proximity of the workers in the new factory towns crystallized 
individual viewpoints into group interpretations. Conditions of employ- 
ment of women and young persons in the factories and mines gradually 
aroused the more thoughtful and socially conscious of the nation to pro- 
test. Enterprisers, who bad found the doctrines of Adam Smith~him- 
self a protester against the vested interests of his day, expounding the 
“simple_nnd obvious system of natura lJiberty” because he believed this 
system to be the surest way of speeding the progress of the community^^ — 

'The doctrine and policy of hiNcz faire need to be characterized with more particu- 
larity. As applied to economic interests, the basic implication of laitsez faire was that of 
freedom of each individual to make lus own liring in the way he might see fit. "To hinder 
n ronn from cmplojnng his skill and dertcrily in the manner he thinks proper," wrote 
Adam Smith, is n plain riolatlon of his most sacred property. It is a manifest encroach- 
incnt upon the just liberty of both the workman and those who would be disposed to employ 
Wm.” In the second place, the doctrine embodied the notion that most of the evils of 
society ww due to the supcrimposition of artificial glemenU upon the "natural” order. 
Adam Smith, like the Greeks, thought of a “nalural" state which man’s arrangements had 
• disturbed, Mercantilism was an economic friar's lantern, wage assessment a poisonous 
; patent medicine, combinnUous of artisiins n strait jacket prevenUng normal exercise of the 
■ body cronomic, social legislation a delusion and n snare.' '■(Remove the artificiality imposed 
; upon the natural order by man’s mistakes and all would^c well. Finally, the philosophy 
, of lamez faire included the convicUon that at last a consistent body of economic thought, 
truly ciplanntoiy of the behavior of economic insUtntions, had developed. After several 
Mntunes of error, ulUmalc truth had at last been discovered and given to Uie world by 

lU appointed agents: Smith, Mallhus, Ricardo, and the other orthodox economists of 
liic dny. 


«c/. 

London, 


Smith to lie Present (Longmans, Green and Co.. 
Eh Ginzbcrg, The Rouse of Adam Smith (Columbia University Press, New 
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convenient rationalizstion of what they wanted to do, found themselves 
confronted by antithetical doctcmes. Bentham and the utilitarians con- 
tributed to the philosophic basis, to the verbal wardrobe, of the change in 
policy; but the conviction that government intervention here and there 
was dictated by concrete conditions emerged from the industrial experi- 
ence of millions and from the observation of the social costs of this 
experience by other millions. Even while industrial capitSism was still 
in its infancy, unqualified kissei fake came to be supplemented by 
the doctrine that interference with the rights of property and with 
freedom in gain-getting is justified upon the basis of relative pleasure and 
pain; that social interference is justifiable when it promotes the greatest 
good of the greatest number; that the idea of inherent and inalienable 
rights must be repudiated; that rights are derived from law, and law in 
turn is the outcome of common consent, 

America was slower to curb the rights of property and to impose 
restrictions upon free private enterprise than was England, The Indus- 
trial Revolution, and with it conditions calling for modification of the 
accompanying and apotheosizing policy, came earlier in the mother 
comitry. The United States, a country of relatively abundant resources, j 
was peopled by laboring pioneers iriio created property as they went along 
and held it in fairly small parcels. This circumstance strengthened the 
conviction of a fundamental harmon^f’ffiKtyetwien the individual 
seelang his owii gain and the general social weal, and entrenched the pre- 
cepts of free private enterprise in the thinlring end mores of the people.. 
Srioh'g 'as 'there was reasonable opportunity to acquire property, the 
masses were more concerned about the maintenance of this opportunity 
than about limiting or modifying the general body of rights constitutmg ' 
private property. The material status of the American workers was, 
on the whole, better than that of tiiar English fellows, and the industrial 
proletariaUas a smaller part of fcfhole population. Eor. these reasons, ^ 

strength in resisting attempts to alter it, m the America of the second 
half of the nineteenth century than it did in the England of the same 
period. _ ' 

Nevertheless, the same general trend toward modification and increas- 
ing regulation is to be discerned, especially in recent decades. Here, 
as in England, the institutional framework of the processes of production 
and distribution, of the basic problems of labor economics, is one of prop- 
erty rights that have been somewhat modified but are maintained in their 
fundamentals, of reliance upon gain-getting as the great motivating force 
but with more restriction than the early theory of hkeezfavte would have 

York, 1934)1 and Ahm Fmffi, iTK-m (Dnirmily ot CUago Press, Chicago, 1927), a 
senes of lectures delivered at the DuivsKty of Chicago b commemoratiou of the one 
hundred and Stieth annivetsarjr'of the publication of the WtM o/ UoHm. 
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permitted, and of an imperfect competition functioning as the prime but 
not the sole regulator of economic actix'ity. Let us turn to some of the 
more important trends that have taken place within the system of 
capitalistic free enterprise, especially as tlicy have been revealed in 
American economic evolution. 

The Rise of Large-scale Industry. — ^In all countries where the basic 
arrangements and conventions described in the preceding paragraphs 
obtain, somewhat the same developmental trends have gone into the 
making of the economic heritage of today. Industry has become larger 
of scale, and control over it more concentr.ated. The quantity of capital 
employed has increased at a much more rapid rate than the quantity of 
labor power, and each worker has cooperated with more nonhuman power 
ns the years have passed. Over long periods, the ratio of the wage earners 
and salaried workers to the total gainfully employed persons has Increased. 
The relative importance of different sources of livelihood has changed 
greatly. Per capita real wealth and per capita real income have, in 
general, increased. These trends have not been equally pronounced in 
all countries, but a mention of them suggests in general the changes that 
have taken place in capitalistic economic life. Some attempt to portray 
them with a modicum of quantitative precision and a little discussion of 
their significance are in order. 

The displacing of the workshop by the factory and, in many lines, 
the concentration of the bulk of production in the minority of establish- 


TaBLE 1.— De^LOPMENT of MANOFACtCaES IN THE UNITED STATES, 18-S£>-1DS1> 


Year 

No. o( 

caUbluhmezils 

Wogo carnepB 
(ov. fop year) 

Wftgcs 

(000,000 omitted) 

Value of product 
(000,000 omitted) 

Vnlue ndded by 
monufacturiog 
(000,000 omitted) 

1819 

133,025 

957,059 

$ 257 

$ 1,019 

$ 404 


140,433 

1,311,240 

379 

1,880 

854 


252.148 

2,053,990 

020 

3.380 

1,305 


253,852 

2,732,595 

948 

6,370 

1,973 

1889 

355,405 

4,251,535 

1,891 

9,372 

4,210 


512,191 

5,300,143 

2,321 

13,000 

5,057 

!! 


4,712,703 

2,008 

11,407 

4,831 



0,015.040 

3,427 

20.072 

8,529 

^B 1 , 

272,518 

7,023,085 

4,008 

24,217 

9,853 

i 1 

170,408 

7.837,077 

4,003 

23,837 

9,075 

1 ' 

213,031 

8,089,530 

10,453 

01,737 

24,748 

I9Z3 


8,708,491 

10,999 

00,258 

25,778 


209,802 

8,821.757 

11,007 

09,001 

31,783 

1031 

174,255 

0,500,701 

7,173 

41,038 

10,358 

1933 

141,700 

0,055,730 

5,202 

31,358 

14,588 


■ IVeHoui to J8W the ernfus enumerated *'hand ond oeif^hborhood industries” as wcU ai factories. Since 
thftt rear the census h&s Included fnetnrirs only. 

•Pres'iouj to ]D]4 the dnU are fop nil estAbrisliments liatinR products valuetl nt ?j00 op mope. Since 
then, except lor daU on WB^res ia ]P14 ond lOlJ), only r«UibIishoieaU with productir t’slocd at 85,000 or more 
Utc been listed. Tiiererore two sets of fibres arc given fop 1809 and 1014, to make the data comparable. 

^ fiisnnta! Censui c/ Afonu/adurrs, 10S9, pp, 1S>10. 
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ments which are extremely large of scale have been developments common 
to all industrial countries. Especially in the United States has the large 
factory, with its power-driven machinery and its minute subdivision of 
labor, supplanted the workshop and the smaller factory. There was, in 
this country, an enormous, constantly expanding internal market fur- 
nished by a population demanding the same standardized goods from one 
end of the land to the other; American entrepreneurs, in sharp contrast to 
their political and social conservatism, have demonstrated an inherent 
lack of conservatism in adopting new technical methods and business 
arrangements; industry in this, a new country with rich resources awaiting 


Tabl® 2. — MANUFAcmHEs m THE UNITED STATES, 1849-1938: Per Cent of Increase or 

Decrease bt Periods^ 


Period 

Per MDt of i&creaae or decrease 

Ko. of 

eatablisbmenU 

Wage earaers 
(ev. for year) 

1 

Wages 

Value of prod- 
ucts (gross) 

Value added by 
manufacture 

1849-18S9 

14.1 

87.0 

60.0 

86.1 

84.1 

1850-1869 

79.6 

66.6 

63.8 

70.6 

63.3 

1869-1879 

0.7 

33.0 

52.8 

68.6 

41.4 

1879-1889 

40.0 

66.6 

99.5 

74.6 

118.4 

1889-1899“ 

44.1 

24.8 

22.7 

88.7 

84.3 

1899-1909 

29.4 

40.4 

70.6 

81.2 

76.6 

1909-1914'' 

1.6 

6.2 

18.7 

17.1 

16.6 

1914-1919 

21.1 

30.6 

167.2 

169.0 

166.8 

1919-1923 

- 8.4 

- 2.6 

6.2 

- 2.4 

4.2 

1923-1929 

7.3 

6.1 

6.6 

16.1 

23.8 

1929-1931 


-26.2 

-38.2 

-41.8 

-89.1 

1931-1933 


- 6.9 

-26.6 

-23.6 

-24.9 


footnote a in Table 1. 

^ See footnote h in Table 1> 

^Siennial CenvuB of Maim/aelwcB, 1933, pp. 18-19. 


exploitation, was organized and geared to an extraordinarily rapid rate of 
expansion, with consequent employment of more of the labor force in the 
producers’ goods industries, which are typically the larger of scale; the 
character of the labor supply, especially after the 1890’s, was such as to 
encourage mechanization and large-scale operation. All of these facts 
were conducive to an increase in the size of the establishments in which the 
majority of American workers are employed. In manufacturing, in 
mineral production, in communication, in transportation, in the public 
utility enterprises generally, and to a certain extent in wholesale and retail 
trade, the large plant has come to dominate. The essential facts with 
respect to American manufacturing and mining are set forth in Tables 
1 to 5 inclusive. 

The evidences of the development of large-scale production in the 
United States are apparent: (1) Between 1849 and 1929, the last year 
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before the beginning of the great depression of the 1930 ’ s , when many 
small establishments disappeared, the number of manufacturing establish- 
ments increased by only about 70 per cent, while the number of wage 
earners increased about ninefold. (2) The steadiness with which this 
tendency proceeded, in spite of some periods of pronounced acceleration, is 
indicated by the manufacturing data presented in Table 2. It will be 
noted that in all periods except those of industrial depression, both the 
number of establishments and the total number of wage earners increased, 
and that in six of the nine periods when there was a percentage increase in 
both wage earners and the number of establishments, the former increased 
at a more rapid rate. ( 3 ) In 1033 , establishments employing not more 


Table 8.— JlANorAcrnnrNa Estabusiiments in the United States, 1033, Classified 
Accoddino to Nouder of Waoe Eakkeiis' 



No. of 

Arcrage 

1 Percentage of total 

Eit&blialtiBenta tmjAasng 

esUbliib* 

meata 

No. of 

VAge earnera 

Eatab)iah> 

menta 

Wage 

camera 

No wflcc cnrncts 

4,618 

S7,162 


3. 2 
40.3 


1 to s 

168,276 

2.0 

0 to «0 

40,170 

445,088 

000,070 

28.3 

7.4 

81 to SO 

18,670 

13.1 

9.0 

SI to 100 

9,202 

050,347 

2,120,210 

0.5 

10.0 

101 to BOO 

10,304 

1,001 

7.3 

35.1 

501 to 2,B0O 

1,510,974 

1.2 

25.1 

2,500 or more 

120 

540,100 

0.1 

0.0 


I From SldiirttcaJ oftht United Slalct, lOSO, p. 7S4. 


than 100 wage earners constituted more than nine-tenths ( 91.4 per cent) 
of all establishments, but they employed only about three-tenths ( 30.8 per 
cent) of nil wage earners attached to manufacturing. On the other hand, 
establishments employing more than 500 wage earners constituted only 
1.2 per cent of all establishments, but they employed more than one-third 
( 34.1 per cent) of the wage earners engaged in manufacturing. ( 4 ) The 
oominance of large units in mining and quarrying is also apparent. In 
1029 , 73 per cent of the enterprises employed fewer than fifty wage 
earners each, but only 11.8 per cent of all wage earners attached were 
employed by these relatively small enterprises. At the other extreme, 
enterprises with 1,000 or more employees constituted less than 1 per cent 
( 0 . 8 ) of all enterprises, but they employed 27.3 per cent of the wage 
earners in mining and quarrying. ( 5 ) In 1929 , manufacturing establish- 
ments having a gross value of products of more than $ 100,000 constituted 
only 31.4 per cent of all establishments, but they employed approximately 
nine-tenths ( 80.9 per cent) of all wage earners attaehed to manufacturing, 
and turned out 93.8 per cent of all manufactured products. In 1904 , the 
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establishments with $100,000 or more gross product per annum constituted 
11.2 per cent of all establishments and employed 71.8 per cent of the 
wage earners attached to manufacturing. (6) Value of products, it will 
be noted, has increased much more rapidly than the number of wage 
earners. Allowance must, of course, be made for differences in pnce 


TabiiB 4. Mancp actobeb Clabmhed Accobdino to Size op Estabubhment, Meaboked 
BiV*i,mopPBOiraci‘ 


Value of product and peat 

Establiib* 

Deob, 
percentase 
of total 

T7age 
earners, 
percentage 
of total 

Fcodueta, 
percentage 
of total 

Uss than $5,0001* 

1804 

32,9 
34.8 
35.2 
«« a 



1908 



1911 



1919 

0.5 


1921 




83,7 

32.4 

48.9 
87.2 
81.6 

32.9 

t>. e 

7.7 


1909 


WM 

9.0 

2.6 

2.2 

2.3 

18.8 

16.5 

14.2 

8.0 

8.2 

7,8 

46.0 

43.8 


1919 

1.4 

1,1 

1,1 

14.4 

12.3 

10.5 

5.6 

5.7 

6.1 

41.8 

38.4 
80.2 

24.8 

26.8 

24.6 

1923 

im 

1 llll ggillllllllll^ 

1909 

21.S 

31 9 

1914 

1919 

35.5 

.‘tfi 0 

1923 

1929 

35.7 

10.8 
10.4 


1909 

1914 

■tvs 

42.7 

1919 

22.6 

31.2 

1928 

26.3 

32.5 

1929 

25.8 

31.6 


0.9 

25.6 

38.0 

1909 

l.l 

BVSi 

48.8 

1911 

2.2 

35.3 

48.7 

1919 

4.9 

57.2 

68.0 

1923..' 

5.2 

57.1 

66.4 

1929...'. 

s.e 

58.3 

09.2 



* Ifo data for esUbliibiDcntE vnth products under b vsbe have been collected uoce 1081. 
^ Sbtiiiuict ii&jtroet t^lht United Statu, 1020, p. 100, aod iKi, 1090, p 784. 


levels from one decade to another. The years 1919 and 1920 were those 
of top prices; in general the price level declined between 1869 and 1899; 
and prices were lower in 1929 than in 1919. On the whole, however, 
ootteclion m accordance with changes in the purchasing power of the dol- 
lar would indicate an even greater increase in output per worker. With 
more capital and more nonhuman power available— matters discussed 
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Inter— the incrense in output per vrorker employed and per man-hour 
worked has been one of the most marked tendencies of modern industry. 


Tabu, 5.— Mixes axd QoAiuiirj ix ran U.xited States, Cussihed Accohdixo to 
Nusibeii or Waof, E.inXEi!S, 1!>19 axd 1929' 


No. of wage earners employed 

PcrKnlage of 
enterpriju 

Percentage of 
wage earners 

191D 

I525« 

1010 

1020 

No w.tsc rorners 

17.5 

HI 



1 lo 5 

ST 5 

57 1 

1.7 

1.0 

0 to 50 

18.0 

50 0 

4.5 

4.5 

51 lo 50 

■EIS 

15 0 

7.7 

0 0 

61 lo lOfl 

0.4 


10 0 

0.5 

101 lo 500 

8.5 


S3.4 

87.8 

001 lo 1,000 


1 7 

15 8 

18.8 

Over 1,000 

0.4 

0.8 

24.8 

57.5 


•Thlfly*<ix Brais in 1025, or OJ per rent ibf totnl, nre listed as ‘'not repartctl*’ in llie Census. 

* Fram Fidrrntb Census (he United Stales. Utmi oni OunmVs, Cenrrol ^rporf, lOSD, p, SS, and Ahtiraet 
cf ihf Fovrtrnlh Cenrui c/ the Vntifd Stettf, p. litS). The 1010 and 1020 fibres are not itriclly eomparablct 
sinee the 1010 data include the petroleum and natural j^tut enterprises, srliiic those of 1020 do noL In the fonaer 
year, tl>c<e totaled 0,811, constituted 40 per cent of all enterprises, and employed 53,205 Tragc c.'iTaeri, or 0.5 
per cent ol the tetal. Tlie majority of llie vape earners in the petroleum and natural cas indtiiUy 
trere employed In small eslahlishncnti. and onc*third (S3.5 per cent) came Tritliin the "so vacc earners'* 
class. It is this fact, in part, vhieli accounts for the larpe proportion (1T.5 per cent) of enterprises reporting no 
Trage earneri in 1510. os against the scgligihle proporlion in 1020. 


In England and Germany, as in the United States, the great m.ajority 
of establishments arc rclath’cly small affairs, hut the bulk of the workers 
arc employed in the minority of large-scale establishments. Tables 6 and 
7 portray the situation of recent years. 


Table C.— JIaxitacti’Bixo Establishsiexib ix Cheat Biiitaix axd NoainEHX Ibelaxd 
Classified Accobdixo to Nhmbeb of Waoe Eahxeiib Emtiaited in 1030’ 


No. of perooni employed 

No. of 

estahSihmeuts 

Pcrccntogc 
of total 

No. of persons 
employed 

Percentage 
of tola! 

1 to 55 

97,403 

70,3 

048.001 

IS.O 

50 to SO 

11,671 

0 I 

^KfEUKn 

8.4 

61 to 100 

8,113 


573.045 

11 5 

lOlto 250 




51.5 

551 to 500 

5,451 



10. G 

501 to 1,000 

010 



12.7 

Over 1,000 

451 


813,130 

10.3 

Tolnl 

157,708 

100 0 

4,088,751 

100.0 


> "11. Sit. cl Inilclnnl mj Coicmtrdia E>l.lili.l>niral, in DiOcrcnl CounUic," Inlmalimal Lchn 
intv, vnl. 27 (June, 1555), p, 851, The datn were ilrrisrd from returns of faetory Inspectors. 


It pcrhnps goes without saying that the impact of the employment of 
large numbers in single establishments is not everywhere the same. In 
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such branches of economic activity as transportation, communication, 
mail-order businesses, the public utilities in general, and in department 
stores in urban centers, the consequences differ to an extent according to 
the peculiarities of the lines of enterprise and their markets. Yet bas- 
ically they are much the same. Wherever wage earners have come to be 
employed in large groups or by large companies, certain general conse- 
quences may be expected to ensue. 


Table 7.— German Industrial Establishments Classified According to Number of 
■Wage Earners Employed, 1930* 


No. of persODB employed 

No.M 

eatabCshmestai 

Percentage 
of total 

No. of persons ' 
employed i 

Percentage 
of total 

Ito 4 

43S,014 

333,563 

62.0 

824,292 

2,996,193 

6,210,162 

8.2 

s to 49 

33.3 

29.9 


Si, ms 

4.7 

61.0 



* IMd., p. 848, Est&blishinenta in mining, tranaporlation, and commerce, na well ns in manufacturing, ate 
includedt Tlic dota were derived from returns of factory inspectors in 1980. 


The more apparent of these consequences may be summarized briefly. 
In point of increased production, cheaper goods, and to a certain extent in 
point of working conditions, the development has brought economic gain 
and advancement of human welfare. Large-scale establishments, also, 
are for the most part those in which conditions of safety and sanitation are 
likely to be better, in which it is possible more scientifically to fit men to 
jobs and jobs to men, and in which most attention is paid to the problems 
of labor management. But in the past they have been, for the most part, 
those maintaining the most aggressive anti-union labor policies, and it was 
among them that the "welfare offensive” of the late “new era,” the 1920’s, 
made greatest headway. Nor can mention be entirely avoided of the 
effects upon the workers of the regimentation, the discipline, the necessary 
subjection of large numbers to a common rule, the minute subdivision of 
labor, and the breaking of the personal bond between employer and 
employee that accompany large-scale industry and its concomitant 
mechanization. There is, it is true, a temptation to overstate these 
effects, and some of those who have criticized large-scale industry on 
aesthetic and human-welfare grounds, and have demonstrated historic 
homesickness for a simpler way of economic life, have weakened their own 
case by the unwarranted superlatives adorning their language. Yet a 
caution against overstatement of a point is not to deny the validity of the 
point. Certainly it is true that large-scale production, with its machines 
and its minute subdivision of processes, has split the psychological unity 
of work and has thwarted the craftsman’s satisfaction in it. In these 
large-scale enterprises discipline must be maintained, workers must be 
regimented. The essential feature_of discipline is that the individual 
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must subordinate his personal inclinations. Under more primitive indus- 
trial regimes and in simpler social organizations, this subordination 
was usually to persons; now men are more and more disciplined by things. 
The mechanistic character of large-scale industry has both increased the 
amount of discipline and made discipline more nonhuman by the subjec- 
tion of personal inclinations to things rather than to persons. Of pro- 
found importance, also, has been the breaking down of the personal bond 
between employers and workers — ^the magnification in the vision of each 
of those phases of their relations that are antagonistic rather than har- 
monious. The employer of workers in large-scale establishments is 
generally an impersonal corporation, owned by persons whose legal 
possession of a few strips of paper entitles them to fi-ved or contingent 
returns. Managers arc dependent for their positions and for their busi- 
ness reputations upon the balance sheet and profit-and-loss showings they 
maketothesepersons. In otherword5,theregime is one of impersonality; 
and to say that the regime is one of impersonality is to say that the per- 
sonal bond between workers and employers is extremely fragile and the 
thesis of interclass harmony of interest likely to be regarded with cynicism. 

Expatiation upon the consequences of large-scale production is likely, 
however, to result in a badly balanced picture of the total industrial 
situation unless accompanied by some mention of the prevalence, in many 
lines of enterprise, of relatively small production units and of the problems 
to which these small units give rise. The foregoing tables indicate that 
while the great majority of workers arc now employed in relatively 
large establishments, the majority of firms are still of comparatively small 
size. Moreover, the majority of workers in a number of the component 
branches of manufacturing are still employed in relatively small estab- 
lishments, and the same situation obtains in retail trade, in agriculture, 
and in a number of other lines of economic activity. The persistence of 
these small units is not due merely to lethargy in developing and conform- 
ing to the most economic arrangements; frequently technieal conditions of 
production deprive large plants of advantages over smaller ones, and the 
market for the product may bo of such a character as to call for the small 
shop. 

The problems to which the persistence of small production units gives 
rise arc sometimes as acute as those arising out of large-scale production, 
allliough of different character. In many cases, the case with which 
proprietorship status can be attained results in the presence of numerous 
relatively irresponsible firms— some of them of the "fly-by-niglit” variety, 
operated by “shoestring capitalists” — whose cutthroat competition 
makes almost impossible the maintenance of the wage standards that 
larger, better-equipped firms can afford to m.aintain. Small shops, along 
with the larger ones, have been notorious in the printing industry, in 
photo-engraring, in the manufacture of tobacco products, and elsewhere. 
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'rhe consequence of these “hole-in-the-wall” establishments has some- 
times been multiplication of shops, unintelligent cost estimates, and 
demoralizing price cutting. In addition to independent production on a 
small scale, a number of industries are characterized by a hierarchy of 
subcontractors whose competition constitutes a constant menace to 
standards established by collective bargaining or by the individual 
bargaining practices of the larger and more responsible firms. Probably 
the best examples of combination of large-scale business with small 
production units are found in the needle trades; and the results there of the 
presence of numerous “social” or “sweat” shops, where aredundant labor 
supply is available for about what it can get, are matters of fairly common 
knowledge. 

Transportation and Expansion of Market Areas.— Large-scale produc- 
tion is, of course, dependent upon wide markets, upon ability to transport 
goods considerable distances. It had to await such development_of trans- 
portation facilities and improvement in market institutions as made 
possible the exchange of products throughout a large territory. Brief 
mention of these matters therefore beeomes unavoidable in a summary 
account of trends and changes within the institutional framework of 
capitalistic free enterprise. 

To say that the story of the economic progress of the United States is 
in considerable part the story of the development of transportation is 
hardly to engage in overstatement. Operated railway mileage in the 
United States increased from 4,036 in 1843 to 80,636 in 1860.^ Then, in 
1869, the last tie was laid at Promontory Point, joining the Central 
Pacific and the Union Pacific and for the first time connecting Chicago and 
the Pacific Coast by rail. In 1890 the operated railway mileage in the 
United States was 166,404, in 1900 it was 193,556, in 1915, 357,569, and in 
1930, 359,941. During the 1930’s and 19S0's, total operated mileage 
decreased slightly, the 1935 figure being 353,980. In England, which in 
the mid-1930’s had a railroad mileage of approximately 37,000,® and in 
Germany, a larger country with slightly fewer miles of track,’ the depend- 
ence of industrial development upon the railroads has been almost as great 
as in the United States. Other forms of transportation have also played 
an increasing part in recent years; old means of communication have been 
improved and new ones discovered or invented; and market mechanisms 
have become more varied and more complex. 

’ The statis^cs on railroad mileage in the United States are from Statistical Abstract 
(if the United States, 1936, p. 372. 

* The total of running lines (single track) in Great Britain in 1936 was 36,866, 

and this total had varied only slightly during the years of the preceding decade. Statislicd 
Abstract cf the United Kingdom, 1936, pp. 324-26. 

’ On Deo. 81, 1936, total German railroad mileage was 68,408 kilometers, or 36,271 
miles. Of this total, 63,896 kilometers, or 38,469 miles, are State lines. Statesman's 
Yearbook, 1937, p. 984. 
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Transportation facilities have made possible the exchange of products 
over the whole of the vast territory of the United States, and therefore, 
as has been said, have cntiblcd large-scale production to develop. With 
the exchange of goods over a wide area, natural resources have been more 
fully utilized and productive power has been augmented. But transpor- 
tation and its accompanying widening of market areas have created very 
acute problems. Together with the economics of regional specialization, 
impossible until goods could be sold throughout the whole of the country, 
has come increasing dependence of region upon region, of urban com- 
munity upon rural, and in consequence increasing instability. More 
problems demand national rather than state or local control when the 
nation has become an integrated economic unit, but under the division of 
powers between the states and the federal government, in the United 
States, it has proved exceedingly difficult to evolve the legal means of 
exercising national control over national problems. 


Tabu: 8.— MANOFACTtmiNa EsTABiianuENTs Classified AcconDiso vo Chahacter of 
O wNEBsnip, 1008, 1910, asd 1020' 


Character of ovoes 
■hip and year 

Eetabliili* 

menta 

^age earaers 

Value ot products 

Value added by 
manutaelure 

tsum- 

her 

Per- 
cenl- 
ago ot 
total 

Nuobee 

Per- 
cent* 
age ot 
total 

Number 

Per- 
cent- 
age ot 
total 

Number 

Per- 
cent- 
age ot 
total 

Corporation: 









1009 

09,601 

25 P 

6,002,903 

75.6 

810,341.110,034 

79 0 

S 0,58Z, .07,117 

77.2 

1010.. 

01,617 

91 6 

7.875,132 

80 0 

54.744.902.855 

87.7 

21,817.540,506 

87.1 

1020,. 

101.815 

48 2 

7.045,478 

80 9 

04.909.090.398 

92.1 

29,174,714,978 

01.5 

All other: 









(Indmduab, partner* 









■hip. etc.]: 









1009 

108,000 

74.1 

1,012,053 

24.4 

4.890,095.290 

21.0 

1.047.053376 

22.8 



108,688 

08 5 

1,221.240 

14 0 

7,073,065,818 

12 3 

3.224.151,025 

12.0 

1029... 

109.H4 

51.8 

803,205 

10 1 

5,534.173,045 

7 9 

2.710,608,753 

8.5 

ToIbI: 









1000... 

208,491 

100 0 

0.015.040 

108.0 

28.072.051.070 

100.0 

8,529,200,002 

109.0 

1010 

200,105 

100 0 

9.000.972 

100 0 

02,418,073,775 

100.0 

25,041,608,400 

100.0 

1020 

210,050 

100.0 

8.898,743 

100 0 

70,494.803,443 

100.0 

3I,8B5,!B3,71I 

100.0 


> From AhlneltfUtFovrlmH Cmmc/lhi VniM Stain, IMO, p. lOti, and Atalmel iJIheFiflmlh Cmiui 
^tke UnUtd Slatei, lOSO, p. SlOa 


The Corporate Form of Organization and Business Combinations. — 
One of the prerequisites of large-scale production was a form of business 
organization possessing the unity and elasticity of action of the individual 
firm and the partnership, but not subject to their limitations in the 
accumulation of capital. The modern corporation, with its limited 
liability of stockholders and its separation of the incidents of ownership, 
has been the response to this need. Its dominance is indicated by 
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Tables, 8 and 9 in which the data for manufacturing and mining are 
presented. 


Table 9. — Fobm of Obganization of Mining Enteupmses in the United States, 

1919 AND 1929^ 


Form of orgnnizatioD and 

Enterprises 

Wage earners (average 
for yeor) 

Value of products . 

year 

Number 

Pcrceotftge 
of total 

Number 

Percentage 
of total 

1 

Number 
(000 omitted) 

Percentage 
of total 

1919; 




IH 



Total 

21,280 

100.0 

081,500 


$3,158,464 

100.0 

Corporate 

10,879 

51.1 

924,421 


2,954,790 

93.6 

HiiVmniiiiiiiiiiiiP 

10,401 

48.0 

67,189 


203,674 

6.4 

1 T'l I 






ImTit 

10,135 

100.0 

806,418 

100.0 

2,302,831 

100.0 

Corporate 

6,387 

63.0 

763,615 

94.7 

1^289,212 

96.7 

Other 

8,748 

1 

37. 0 

42,803 

5.3 

103,619 

4.3 


^ From Abitraei of ike Fourteenth Cenius of the United State», 10S0» p. 127S» and Fifteenth Census of the 
TJoited Stntcsi Mines and Quorries^ General Report, p. 14. The 1929 figures do not include petroleum and 
naturid gas, bat those for 1919 do. Inasmuch as were In 1919 some 9,S14 petroleum and naturol-gaa 
enterprises, this omission accounts for a considerable port of the decrease in number of enterprises from 21,280 
to 10.1S5. 

The significant facts are apparent: that the majority of businesses are 
still organized under the individual proprietorship or partnership form; 
that the great majority of workers, on the other hand, are employed by 
corporations; that corporations produce a large part of the nation's prod- 
ucts, as measured by value; and that the importance of the corporate form 
has been increasing as time has passed. It is true that the majority of 
corporations are not large in point of capitalization, number of wage 
earners employed, and value of product, and the influence and labor poli- 
cies of smaller corporations may differ little from those of the individual 
enterprise. Nevertheless, the development of the corporation has been 
of profound importance as a determinant of the character of labor prob- 
lems and labor relations. 

It is in the corporate form of organization that maximum specializa- 
tion of function is attained: the investment function and a modicum of 
risk assumption in the bondholders and preferred stockholders, the 
greater part of the risk-assumption function and the right to residual 
income in the common stockholders, and the managerial and directive 
function in salaried managers. The traditional incidents of ownership 
have been split asunder, and the responsibilities that formerly accom- 
panied the legal right to income produced by one’s property— assumption 
of risk and direction of industry — no longer do so. Corporate securities 
constitute a more sophisticated form of property than that tacitly 
assumed when the directive and economically stimulative functions of 
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private property are asserted. But when property forms become more 
sophisticated, when responsibilities that formerly accompanied them no 
longer do so, realism demands adjustment and modification of traditional 
theories of property. It is no longer quite consistent (although it is 
c.vccedingly common) to regard acts “interfering with property rights” in 
exactly the same light; the old assumption of the law that all persons are 
free and independent, and equally so, assumes a slight aroma of roman- 
ticism when one of the persons is, in the words of Chief Justice Marshall, 
“an artificial being, invisible and intangible, existing only in contempla- 
tion of law.” The realist must recognize that the corporation is an 
organizational device hrinpng together for the cooperative processes of 
production groups with different — and on some points conflicting — 
interests, all of the traditional incidents of ownership being vested in no 
one of these groups. The investing group provides the capital but not, 
for the most part, directive talent and technique; the worker group pro- 
vides the labor power but again not the function of direction; both 
groups assume certain risks — the former the loss of income from the prop- 
erly which they have, under a contractual arrangement, made available 
for utilization by the actual directors of industry, the latter the loss of 
their jobs. Incidental to the attempt of each group to maintain the 
established expectation which is consequent upon its function, acts may 
take place wluch trench upon the "rights of property” as these have been 
conceived in a simpler, noncorporative industrial regime. 

In other ways, the development of the corporation has been of funda- 
mental significance. Speculation in securities and the activities of 
promoters — for whom the early American corporation laws appeared to 
have an almost tender regard — ^have increased financial and economic 
instability and have not been without influence upon the distribution of 
wealth. The corporation, bringing together large aggregations of capital 
but possessing unity of action, and employing thousands of workers, is 
obviously in a better position to resist worker demands, especially when 
the workers are unorganized, than is the small individual &m. But, on 
the otlier hand, it may be more able to assume the overhead cost of more 
enlightened and humane labor policies than is the small firm, pressed 
from month to month for adequate working and fixed capital. The 
employee stock-ownership movement, proclaimed by some observers of 
the 1930’s to constitute a “new industrial revolution” — a phrase that in 
more recent years has been permitted a deserved repose — was, of conrse, 
a latter-day outgrowtli of the corporate form of organization. 

Perhaps as important as all else, however, is tte already-mentioned 
divorce of ownership and management, the creation of a separate func- 
tional group. In point of ultimate allegiance, tlie position of professional 
managers differs. Where investment bankers have been active in the 
formation of a corporation to purchase going firms and consolidate their 
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form of business organization: combination of industry and more con- 
centrated control. Both vertical and horizontal combinations have 
become an outstanding fact duringthc last half century. Various factors 
gave rise to the movement. In part the combinations \rero a result of 
business problems arising witli Inrge-sealc production, especially the 
increasing importance of overhead costs combined with a growing ferocity 
of competition; in part they were consummated in tlie belief that the 
economics of large-scale production could be more fully realized were large 
plants combined under centralized control and direction; in part they must 
be attributed to the facilitative influence of the lax corporation laws of the 
various states and to the lack of consistency in court interpretation of the 
antitrust act after 1800; in part, of course, the desire for monopoly profits 
contributed to their rise; and in part overexpansion of certain lines of 
enterprise was responsible. In form these combinations have varied; there 
were the simple pools of earlier days, the technical trusts, or trusteeships, 
of the 1880’s, and the holding companies, mergers, and more subtle 
forms of combination of more recent times. There seems to be little 
doubt that the movement toward bringing establishments under control 
has been accelerated during the years since the end of the World War. 
Today no small fraction of our business is done, and no small fraction of all 
workers are employed, by combinations. 

The distribution by the United States Census of Manufactures of 
manufacturing establishments according to central-administrative-office 
(plural-unit) and independent (single-unit) organizations affords a basis 
for measurement of the extent of combination among manufacturing 
enterprises and of the rate at which the movement has proceeded in recent 
years. In 1919, according to a study made for the Census Bureau,* the 
establishments operated by the 5,838 central-administrative-office- groups 
whicli made satisfactory returns represented only 8 per cent of the total 
number of establishments, but they employed approximately one-third of 
the total number of wage earners in all manufacturing industries.* 
During the following decade, the consolidation movement was given 
additional impetus. In some cases the purpose was to place competing 
plants of a similar nature under unified ownership; in others it was to 
bring together plants whose operations supplemented one another and 

> Wllnrd L. Thorp, “The Intcgrnlion of Indusljinl Opcmlions,” Fourteenth Census, 
Monograph III. 

* "A ‘ccnlml ndministnitirc otnee,’ as the term is used by the Buienu of the Census, is • 
nn office vrhich operates one or more manufacturing plants loc.itcd in a city or dtics other 
than that in whicli the administrative office is located.” Fifteenth Census of the United 
States, Manvfaelum, vol. 1, p. 5. 

> Dr. Thorp also found that nc.arly 60 per cent of the total number of establishments in 
ccntraUfficc combinations were concentrated in four industry groups, ns follows: food nnd 
kindred products, 21.2 per cent; tcrtiles nnd their products. 13.2 per cent; forest products, 
13g per cent; chemicals nnd nllicd products, 11.2 per cent. 
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whose combination brought about a vertical integration of processes! 
and in still others it was integration by the addition of dissimilar products 
the manufacture of which would utilise unused space or equipment and 
would make possible more regular employment of the factory force. 
Census returns of 1929 fronr 8,246 central-office groups showed that with 
only 12.S per cent of the total number of manufacturing establishments, 
the multiplant groups employed 48.4 per cent of all industrial wage 
earners and turned out 54.3 per cent of the total manufactured product.' 

In some respects, without doubt, the fact of industrial combination 
redounds to the material benefit of labor. Less subject to the nibbling of 
competition, these combinations can sometimes maintain terms and con- 
ditions of employment that could not be maintained in a sharply competi- 
tive industry of many small units. H the combination occupies a 
monopolistic or quasimonopoiistic position, it may be in position to pass 
the immediate cost of wage increases an to the consumers as a competitive 
firm from whom a wage increase has been wrested cannot do. The fact 
that the ultimate determiners of pdicy do not have the immediacy of 
contact with the workers that individual entrepreneurs have may 
mean that irrationality and human prejudice play smaller part in the 
maldng of labor policies. On the other hand, businesses remotely rather 
than immediately controlled are more likely to be conducted from 
an exclusively financial point of view. Lesser officials within the operat- 
ing plant are under pressure to get output, to reduce costs, to “make 
a good shovdng,” These conditions arc likely to be conducive to the 
speed-up and the drive policy. Home offices of the combinations, with 
their accurate records of labor and other costs, are likely to order the lay- 
ing off of men very quickly when the business situation dictates that the 
force be reduced. Frequently, also, the large combinations more or less 
dominate the employment situation and exercise no little control over 
rates of pay and hours of work. With well-organized employment 
departments, they are in position to secure labor from a rather wide area. 
In numerous instances wage rates have been effectively set by a combina- 
tion or by a number of employers acting together, and have been main- 
tained at the point considerably after competitive forces would have 
forced readjustment. It is a matter of common knowledge that the 
majority of American combmations have been anti-union in their labor 
predilections. 

The Increase in Capital and Honhuman Power.— Two of the most 
marked developments in mdustry have been the increase in the capital 
factor relative to labor and the increase in the ratio of nonhuman to human 
power. Manufacturing may again serve as the example, but the results 
portrayed for that branch of industry are illustrative of what has hap- 
pened elsewhere. The following table shows the increase in the number 

' Fifteenth Census of the United States, JIfauu/eefurss, rol. I, p. 94, 
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of wage earners, in horsepower employed, and in total iked capital (in 
terms of dollars of constant purchasing power), and presents an index of 
the growtli of total fixed capital 


Tkov: 10.~lNcnrj^aG in* Nuubgr or Wage Easkers, Horbcpowes, and Total Fixes 
Capital IK Augwcak Manufactoiuko, 18CHi)29^ 


Year ! 

Wage earaeM 
(OOOoniUed) 

llorNpowcr 

(OMooitled) 

Total filed eapilal 
ia 1680 dalltfi 
(000,000 ouulted) 

llclative total fiod 
capita! 

(18011 - 100) 

18G0 

2,054 

2,840 



187£l 

2,783 

8,411 



1890 

4,252 

8,839 



1800 

4,718 

10.008 

4,449 

100 , 

1001 

6,408 

13,488 

0.132 

188 

1000 

C.C16 

18,076 

8,829 

IDS 

1014 

0,888 

22,204 

19,878 

244 

lOIO 

8,000 

20,203 

17.234 

SB7 

1023 

8,708 

83,057 

19,192> 

4Sl» 

1020 

8,822 

42,809 




■IlHi 


‘Till! table bu beea eoapiled froB t »9 nstm: tW e«mi, dalu, ai prweated la tlie SWtilifiiJ AWrwl 
efllf Uniifi Slatti, lOJfl, p. 733 , md g. DobjIu, f*, finry cf Wajti, pp. 115-iei. Per Ibe ptriad 
ISBIUSDO (lie data od Iwttpomr and viife eatsen inelgilt laclorici asd hod ud Dtiskbatheod Sedaitriei; 
for ili< jMM Iron 1881) to lOM laeiaRnateutelidedlna band aeil Bngbborliood indualriti asd ailabliibneBti 
ultli itfodueti vattied at leu tlutn JMO pee aeiaa are tiriuded; while the data for the lul lour jwri lilted 
aefude eXabKiliueota with prodneti fabed at ku Una 85.0D0. A wwd ai to the aelhodi by which Pjtfow 
Doujlaa tiitaiated llic wboe o| Hied ea^ ai act lorth is Ihli table, ii m order. *’Fijed CBpital," at etU> 

Bateirfibq«ioiayafoherepf«eal*il«)»dt»a)«»ethioery.c(iuiptteal,aBdto(Ji,8ud(*)fatt^ 

/ H 7 ,“r? ^ ''''»■ “"*« r**"* 

la towed by rrofeuor Uoufilai tat to take the ptopKtloa there ileau forned d total capila) for the yean io 
trlu«h legregatioa war made, and to uie these proportien. w the baiir for delcmnoiitg proUUe nlue durinj 
KWO'licaBoiuehiepegalioBoUlcBuwajcade. laordtrtocitiautelbeanounlof&tdcapltalcaployed 
by DanulaetunDg enterprim during interctssal yean, the total value of produtcri’ goodr going iBlo the 
conitrociinn of Dichiocry, cquipBeDt, buildmgi, etc., vat citiaated lor each y«ir, the value between eeaiui 
j-ean wai loiaH, and the value for each year war dnided by the total for the period ia order to derive tie 
jKteentage wkli it (oraed q| the told produced b the period. There pcrceaUgei were then applied to the 
total larrciue in the i-obc o( luiMiag, nod luehn^ over the period, and yearly iaereatn ia the value of ibete 
« eoj wrre lliui obtained. To deflate the e^biatci b occordanee willi ^aagei ia the price level, rrofeaior 
Uwslu conitraeied o capital eotl lodes wl^wu bated upos three leb of relative prices? (1) The wbtdeiale 
pn«i of aelafi and metal prodacti; (!) the wbokde prba of bunding Dalcriali: and (S) aoncy wages. 

It is apparent that capital and liorscpowcr have both increased at a 
much more rapid rate than the number of workers employed. In 1860, 
the number ot wage carneis in mnnulacturing was 2,054,000 and the 
nmount ol primary horsepower used 2,540.001), or a ratio of primaiy 
horsepower to wage earners of 1.1 to 1. In 1929, tlie number of wage 
earners was 8,822,000 and the nmonnl of primary horsepower 42,809,000, 
or a ratio of horsepower to wage earners of almost 5 to 1. Each worker in 
the latter year was equipped with nearly Sve tines ns much nonhumau 
power ns he had been sixty years earlier. The quantity of capital has 
nlso increased much more rapidly than the number of wage earners. 
According to Professor Douglas’ index, in the last column ol the above 
Inhle, the nmount ol fixed capital employed by American manufactures 
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was 381 per cent greater in 1922 tlian at the turn of the century. Between 
1899 and 1923 (1922 not Laving been a Census of Manufactures year) 
the number of wage earners increased only from 4,713,000 to 8,708,000, 
and by 1929 to 8,822,000. In other words, while the amount of capital 
was increasing more than fourfold, tlie number of wage earners failed to 
double. It will be noted, also, that horsepower and capiLil increased in 
somewhat the same proportions after 1899, although capital increased 
more rapidly than did horsepower. It is hardly necessary to record the 
fact that in England and other industrial countries the ratio of both 
capital and nonhuman power to labor is much greater than it was half a 
century ago.' 

In later chapters,* some of the rignificant consequences and theo- 
retical implications of tlic changing proportions in which labor and capital 
have been combined, and of the changng relative amounts of labor and 
capital that have been embodied in units of product as time has passed, 
arc discussed. Here it suffices to make note of the changes that have 
occurred and to point out that the great increase in the productivity of 
industry has been due, in large part, to the increased quantity of mate- 
rial things and nonhuman power devoted to productive purposes. 

Changes in Sources of Livelihood.— The developments summarized 
in the foregoing pages suggest that important ehanges in sources of liveli- 
hood have occurred. Agriculture has come to occupy a more subordinate 
position, the various industrial pursuits to employ a larger proportion of 
the gainfully occupied. Industrialization has proceeded less rapidly in 
some countries than in others, but in general it has been one of the most 
powerful tendencies in capitalistic economic life. The essential facts with 
respect to the United States are set forth in Table 11. 

The important trends indicated by the table may be summarized 
briefly. (1) Over the hall century as a whole the most important single 
change was, of course, the declining importance of agriculture as a source 
of livelihood and the increasing importance of the various industrial 
pursuits. In 1880, 44 per cent of all the gainfully occupied were to be 
found in agriculture; by 1920 this percentage had fallen to 20.2, and by 
1930 to 21.9. On the other hand, only one person out of about every five 
(21,8 per cent) was engaged in manufacturing in 1880; by 1920 manu- 
facturing had become the most important source of livelihood, with 
30,8 per cent of the gainfully employed attaehed to it, and in 1930 it was 
still the largest, although employing a smaller percentage of the gainfully 

* In England, total horstpower in use h the lacloiy trades in Mi was S,T9I,IOO and 
in all trades 13,403,800. In 1030 the 6gurcs were 10,473,300 and 15,333,000, respectively. 
SMiitiail AUradtiflk Vnild Ktapdem, 1935, p, 303, The ratio at horsepower to workers 
is lower in England than in the United States, hat there, as here, it has increased over a 
period o! years. 

>7B/rc,pp. 17MT4, 187-188, and 303-307. 
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employed than in I920. The development of trade, transportation, and 
eommunication, vhieh in 11)31) employed .almost twice as large a propor- 
tion of the nation’s working people as in 1880, and in absolute figures more 
than five limes as many, is also noteworthy. (2) In the second place, it 
will be noted lliat the proportion of persons engaged in professional 
service and trade— hiwyers, doctors, teachers, professional specialists of 
various kinds— has almost doubled. This development is important. 
The majority of those within these classes arc dependent upon their 
individual efforts for livelihood. A considerable number are, of course, 
working for salaries; others arc self-employed. In point of interest and 
outlook, of general social attitude, however, they are much more likely 


TsaLe II.— OcceFATiosu.GiioaasBT Muon Isoesnui Cusses' 
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‘ ri(i«wti et tlie Uorted i, T»We 8, p. 0. 


to identify themselves with the employing or bourgeois class tlian with 
the mass of wage earners and lower salaried groups. (5) Finally, some 
of the trends during the decade of the 1920's deserve comment. During 
this period relatively fewer persons became altacbcd to manufacturing.' 
and an incre.asing proportion entered transportation and communication, 
the clerical occupations, and the “service” occupations. The decade of 
the IffiO's w,is that of the “new capitalism,” and the change in the 
importance of occupational groups icBcctcd both the economic ch.^ractc^ 
islics and the social attitudes of the time. The real income of the mem- 
bers of most economic classes increased during this period, even though 
agriculture was depressed and prosperity in nonagricultural lines some- 
what spotty and diffused, and numerous new gadgets and sendees began 
to be demanded. The consequence was tb.at an incrc,ising percentage 

' lafed, as is iadiealed by Tables 1 and 10, the absolute auraber cl srajc tmm 
cmploj'oi by American iiMnutnctiirins catcqiriscs declined between lOIO and 1980; and, 
ns the above InUe indicatti, thenbsoltttc number ot nil snintnlly employed petsous atlnehed 
to mnnnlncterinf did not incrasc enough to tnnintnin the 1180 pcrcentogc, 
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of the population began devoting its energies to the various service 
occupations. 

As early as 1840, agriculture had come to occupy a subordinate place 
as a source of employment in Great Britain; and during the last half 
century the absolute number of persons dependent upon it for livelihood 
has declined, while the total population and the total gainfully occupied 
population have, of course. Increased greatly.' In 1931 only 0.4 per cent 
of the gainfully occupied population were in agriculture, as compared 
with S3.S per cent in manufactures, building construction, transportation 
and communication, and commerce and finance. Table 12 shows the 
distribution of the gainfully occupied fourteen years of age and over 
among the main occupations and industries at the time of the last census,' 

TiBLt 12 ,— Gaikfoiii OcoOTiED PopouTioN (H Yeaiib op Aoe AM) Ovee) or Esolake 
A im IValeb, 1S3I, Cubbified et Maie Occopational Gboopb' 


OccupAlion&l group 

Tolal 


Number 

Per cent 

Agriculture, fishermen 

1,102,281 

0.4 

MlEiEg and quBtiying .• 

Manufnclurcs, building and constnu^n 

008,771 

6.1 

0,082,302 

31.7 

Transport and commumention 

1,034,740 

2,482,107 

8.7 

Commerco, finance, insurance 

IS.l 

Public administration and defenae 

203,108 

1.6 


800,108 

4.6 

Personal service 

2,880,010 

12,7 

Clerks, draughtsmen, tjTiists 

1,370,431 

1,607,400 

7.3 

Other and undefined workers | 

8.8 

Total gainfully occupied 

18,803,870 

100.8 

Eetircd or not gainfully occupied (14 yeara and over) . 
Total (14 years and over)... 

12,100,377 

81,043,763 


Total population (all ages) 

30,002,377 



> of Occupied Population in DiSerait Couatnn, Great Britoio," Inlernoiiml Li\m Rtritv, 

Tol. 32 (June, 1933], p, 864. Tlic data are taken fcoa 1991 ceniut of England and Wslcj. 

^ Id 1881, tbe census showed that 12,785,000 persons were gainfully employed, and of 
these 1,593,000 were in agriculture. Is 1031, 21,055,000 were gninfully occupied; 1,104,000 
of these were in agriculture (Sfafisriral Ahdrad the VnUed Kingdom, 1535, p. 112). 
Id other words, the absolute oumher att^ed to agriculture declined hy about 400,000 
during the half century, while the total number of gainfully employed persons increased 
by more than 8,000,000. 

* In Belgium and Germany, the trend away from agriculture and toward industry has 
been much the same as in England and the United States. In France, Denmark, Sweden, 
Norway, and a number of other countries agriculture has not lost to so great an extent its 
relative importance as a source of livdibood. Nevertheless, in France and Norway those 
mgflgpd is industry and in commerce and transportation combined exceed those engaged 
in agricultural pursuits. The Industrial Eevolution hardly struck Russia until about the 
turn of the century, and the great industrialisation rf that country really began with the 
advent of the Soviet re^e. 









S4 


lABOH’S niOGEESS AND rilOBLEMS 


Urbanization of Population.— Increased urbanization, of course, 
accompanies a decline in the relative importance of agriculture ns a 
source of livelihood. In 1880, 28.0 per cent of the American people lived 
in urban places (i.c., of 2,S00 or more persons) and 71.4 in the rural areas 
of the country. Fifty years later the census shoircd that 56.2 per cent 
of the American people had urban habitats, and that 43.8 ircrc rural 
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dwellers. In 1890 there were twenty-eight cities in the United States 
with a population of 100,000 or more, and within these cities lived 15.4 
per cent of the American people; in 1930 there were ninety-three such 
cities, and nppro.vimatcly three-tenths (29.6 per cent) of the population 
was domiciled in them. Only about one person in every seventeen 
(5.8 per cent) lived in cities of 1,000,090 or more population in 1890, while 
forty years later about one person in every eight (12.3 per cent) was a 
resident of a city of 1,009,000 or more. Each decade the percentage 
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increase in urban population has been vastly greater than the correspond- 
ing increase for the rural districts. Li 1930 there were 6,000,000 more . 
people living in urban places than lived in the entire United States in 
1800. The essential facts concerning the urbanization trend are set 
forth in Tables 13 and 14. 


Tziu 14 .— Dubjui inD Roiul Fopulaboii or the Dmm Staieb, PracESTAOD 
, iKCmfiSBTDsCAOES^ 


Period 

BwaI 

• Urban 

1880-1890 

18.6 

33.3 

189H990 

12.2 

86.2 

1000-1910 

9.2 

KO 

1910-1920 

3.2 

28.8 

192H930 

4.7 

27.0 


I FUteentli Ceosud of llie Uoitcd Statei, lOSO, voLi, fopsfofioii, OtnersI Aepori, p. 8, 


During the early years of the depression of the 1930*8 the urbanization 
tendency was halted, more people moating from the cities to the farms 
than in the opposite direction, but by 1935 and 1936 the excess of city- 
ward over farmward migration was sufficient to indicate that the trend 
portrayed in the foregomg tables must be regarded as definitely reestab- 
lished.' Increased urbanization is, of course, to be found, in greater or 
less degree, in almost every country as emphasis shifts from the extractive 
to the elaborative industries and to transportation and the dealing 
trades.* 

The urbanization trend in any country is, of course, one index of the 
increased industrialization of that country; and the factors responsible for 

‘Tbe Federal Bureau of Agricultural Economics on Nov. 1, 193S, released revisions 
made in tie liglt of tie Boding of tie 193S Census of Agriculture and tie reports of tie 
Diririon of Vital Statistics of tie Bureau of tie Census of its earlier estimates of farm 
population. Tlese revised estimates slowed that farm popuiation on Jan. 1, 1936, was 
31,800,000, as compared witl 31,801,000 on Ian. 1, 1933. Tie year 1933 was tie tlird 
successive one in wlicl tie number going from the farms to citiea esceeded tie number 
moving in the opposite direction, and the dlyward trend claracteristic of every year from 
1920 to 1929 must be regarded as reestablisbed. In 1931 tie two movements nearly 
balanced, andinl932morepersoiis were reported asmoviugtotlefarmstlsn moved away 
from them. By 1933, however, tie loss of farm population due to migration was greater 
than it lad been in 1939, and it increased still further in 1934 and 1933. In ail of these 
years when there was a net loss of farm population consequent upon migration, the loss 
was more than offset by the escess of births over deaths on the farms. In 1933 births on 
the farms totaled 727,000, deaths 330,090. The natural increase in farm population was, 
therefore, 394,000. That same year the number going from urban places to the farm totaled 
823,009, the number migrating from farms tootles 1,211,000, and the net loss by migration 
was, therefore, 389,000, or 8,000 less than the escess of Krths over deaths on the farms. 

* Between 1861 and 1891 the urban population of England increased from 62.3 to 71.7 per 
cent of the total, and in En^and and Wales it increased from 77.0 per eent in 1901 to 78.1 
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tlic expansion of American industry, as already suggested, therefore 
account in part for the development revealed by these tables. To say 
that a country is becoming more industrialised is to say that a larger 
proportion of the papulation lives in the urban centers where, for the 
most part, industries arc located. Other, although more or less related, 
causal factors may be cited. Mcdianisation of agriculture has reduced 
the proportion of the population ncccssaty to produce foodstuffs and 
other necessities for the whole people. With the physical productivity 
of the nation increasing more rapidly than population, n larger part of our 
total social energy has been devoted to the production of services and 
goods other than necessities, since the demand for necessities is least 
capable of expansion. When the volume of immigration declined, the 
suction of the urban vortex upon the American rural population was 
increased. During the war period the abnormal demand for labor 
created by war activity, the clicck upon immigration, and the with- 
draw,il of several millions of persons from normal economic activity 
accelerated the urbimization movement; then, during the 1920’s, the farm 
depression and the increase in the wages of urban workers — partly a 
consequence of the decline in the exchange value of farm products at the 
farms'— continued the same drift. It is not impossible, also, that the 
“new” immigrants were of a typo having a greater affinity for urban 
life than were the “old" immigrants.* 

Labor's position in a predominantly urban economy differs tremen- 
dously from what it is in an economy still largely rural. Housing prob- 
in 1011. The distribution during the last three census years has been ns follows (from 
Sloirsmrn’a Ycarbmk, 1037, p. 1C): 



UrbaB 

Rural 

1011 

78 1 

ei 0 

1021 

ro 8 

*0 T 

1031 

88 0 

28 0 


Out of B German popijntion of CO, 030,401 on June 10, 1033, 25,305,301 persons were 
inhabitants of places of 50,000 or more (fhid., pp. 007-000). 

' CJ. tn/ra, pp. 00-100 and 210. 

• This ts the thesis of Professor M'lllinm S. Rossitcr. [CJ. his “ Incnusc of Population 
in the United Stales, lOlO-JO," Cnm JfoaojropA /, p. 110.) Professor Rossitcr believes 
that .such people ns the Russian Jews and Italians have a greater olTinity lor urban life 
than do the Germans, English, and Senndinasians. But it must be remembered that thc.se 
new immigrants nrris-cd just about the time free land cc.iscd to be available, and that the 
rcmos'al of the opportunity to become independent land oivncrs rather than any national- 
istic or racial traits m:iy have been responsible for their tendency to stay in the cities. 
.Also, ns PrafesorLesenhier has obsen-cd (in Commons and .Vssocintc,s, f/iXory nj Labor 
vithr I mini Stale!, vol. 3, p. 12 ), it is prob.sble that during the period 1015-1020 the high 
wages and expanding industrial employment would have held the vast majority of incoming 
immigtunU in the cities, regardless of race or country of origin. 
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Icms, congestion, the higher tempo and Ihcrctore tlic greater tension 
of urban living, and the development of new emulative and invidious 
wants and the tendency to trench upon necessities to gratify these new 
wants are matters of general knowledge. Under urhan living conditions, 
the workers arc almost entirely dependent upon wages, since foodstults 
iind other nccc.ssitics must be purdia-scd rallier than produecd in part 
hy the workers themselves and their families. Unemployment hccomcs, 
in consequence, an increasingly haunting .specter, and the need for 
social insurance accordingly greater. On tlic other hand, the urhan 
population of the country prokbly benefits more than docs the rural 
from the various types of social scrsiccs, the cost of which, in the first 
instance, is generally placed by taxation upon other economic classes 
than the workers. To say that the urban population benefits most is, 
of course, merely to refer to the fact that the conditions of urban living 
have created the need for, and therefore the establishment of, these 
social services; hut they do constitute a form of supplementary real 
income that docs not appear in pay ens'clopcii. It is among urban work- 
ers that the greatest amount of class consciousnc.ss is likely to develop; 
the mere fact of physical proximity induces recognition of the common- 
ness or mutuality of the problems of lliosc .similarly .situated in point of 
economic status. Urban reform movemenLs arc likely, also, to have as 
their propelling force ideologies dillcrcnt from those arising from rural 
societies. 

The VorMng Population.— It is patent that trends of population 
phenomena arc important factors in determining the character of labor 
problems .and of labor relations. The population of the continental 
United States increased from 3,329,214 in 1790 to 31,443,321 in 18(i0, 
02,947,714 in 1890, 91,972,200 in 1910, and 122,775,040 in 1030, Between 
1890 and 1930, then, it was nearly doubled. After 1890, the percentage 
rale of incre.ase c.ach decade over population at the end of the preceding 
decade declined (except for the 1920’s),- but with the exception of one 
ten-year period" the number of people added to the population each 
decade was grciitcr than during the preceding intcrccnsal period, The 
percentage of the population gainfully occupied, however, was only 
slightly greater in 1930 than in 1890, although some 5 per cent greater 
than in 1870. As the table in the appended footnote indicates,” the 
proportion of the adult male population that svas gainfully employed 
declined between 1890 and 1930 and that of the adult female population 

‘The pcrrenUiBC mcrKisc .1 shown each censns year have been ns tollowsi 1890, 2S.6; 
1900, eo.7; 1010, 21.0; 1020, 14.9; 1030, 10.1. 

‘1910-1920. ThelVnrondlhcinflucnzncniOcniicputnbnannnlchGcIisuponpopuIalion 
grawlh during these ycim. 

’ Following arc the absolute number ot persons ten years ol age or over gainfully occupied 
each census year since 1870, the pereentnge they constituted ot all mihiu Ihc age group, and 
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increased. Two facts explain these changes: that women arc a larger 
proportion of total population today than they formerly were,* and that a 
larger proportion of women arc gainfully employed than were thirty or 
forty years ago.* The decline in the proportion of young persons who 
have heen working for economic remuneration has been a factor account- 
ing, in part, for the failure of the gainfully employed to incrctise more 
rapidly than total population during the last four or five decades.’ In 
other countries, the same tendency for the percentage of the population 
having gainful employment to increase during the early years of indus- 


thc Kimc facts for both men and women: 


SfX nntl ceoiuj year 


Unth •Mfi; 

Ifl7Q 

I8(KI 

1000... . 
iflio,.. . 
tm, 

.1050 

Male: 

1870 

1850. . 

mo 

1000 

1910 

lOM, , . 

1050.. . , 

retDalr: 

1870.. . 

1880 

1800.. . . 

1000 

1010. . . . 

19?0. 

1050 


Population 10 
yean eld and 
oTer 


^.998.015 
d6»7C!.007 
47.413.550 
57.940.824 
71.580, »0 
89JS0,SIS 
08.723.047 

14.258,800 

18.795,080 

24.852,050 

20.708,440 

87,027.558 

42.280,000 

40,940,798 

18.970,070 

16.025,027 

28,000,000 

28.240,884 

84.552,712 

40.440,840 

48,778,240 


Perjons 10 yeara old and ever sninfully 
occupied 


Number 

Per cent 
ol total 
pDpulatloo 

Per cent 
populnli 
10 yean 
and ovc 

12.505.928 

82.4 

44 3 

17,802.000 

84.7 

17.S 

28.816.188 

87 2 

40 2 

29,078.258 

88 S 

50 2 

S8.107.9SO 

41.5 

58 8 

41,014.248 

so 4 

50.8 

48.820.020 

SO .8 

40.5 

10.009.685 

54 7 

74.8 

14.744,042 

57.8 

78 7 

10.812.051 

00.2 

70.8 

28.759.836 

01.2 

80.0 

80,001,504 

08 0 

81.8 

38,004,757 

01 S 

78 2 

98,077,801 

01.3 

70.8 

1,886.288 

9 0 

IS I 

0,047,157 

10 7 

14 7 

4.005.552 

IS 1 

17.4 

5,319.397 

14 8 

18 3 

8,075,772 

18 1 

28.4 

6,540,511 

10 5 

21.1 

10,752,110 

17.7 

22.0 


In ronsidcinblc part, this change in the sex composition of thn population has been 
due to the dec me in immigration since the outbrenk of the tVorld War in lOU. About 
two-tbirds of the immigration during the j-eats just prior to MU was male, and with the 
drehne m immigration, discussed later, the proportion of men to women 1ms declined. In 
MM there were 101 males to each 100 females in the population, and 1*1.7 foreign-bom 
wliitc males to each 100 foreign-horn white females. In 1050, however, after fittecn veats 
‘""niKmlion. the ratio of males to females in the total population n-as 
1 i ■ ", ""'‘''c-bo™ papulation Ml.l to 100. From data presented in 

vol. * of Fii l«ntl. Census of the United States, Population, Table I. p. 97, as summarixed by 

}-ri o ® “ud Associates, Walonj of Labor in the U ailed Stales 

title Macmillan Company, New York, 1955), p.SO. 

’ Cf. infra, pp. S70-3SS. 

’ Cf. infra, pp. 4*3-124, 
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trial and commercial development, and then, to remain fairly constant, is 
to be noted.' 

Tmmi ptinti and the Labor Sttpply.-Immigration has affected the 
growth and character of the working population in the United States 
as in no other country, and a few words concerning this pecubarly 
American phenomenon must be included in the present summary of 
background factors and of more important trends within the capitalistic 


Three important trends need be noted: tiie mounting tide of immigra- 
tion prior to 1911, the changes in the sources of our immigration during 
the late nineteenth and early twentieth centuries, and the decline in the 
volume and therefore in the proportion of the American labor supply 


Civil War, an average of 351,106 more aliens were admitted to the United 
States each year than departed; during the 1880’s the yearly average 
rose to 521,601; and in spite of a drop during the 1890’s— several of which 
were depression years-the first decade of the twentieth century found 
the United States with a net annual immigration of 879,588. Vwons 
motives underlay the migration of miffions to this country-political 
oppression abroad, social maladjustments elsewhere, racial persecution, 
the desire for more religious freedom-hut the one of overwhelming 
importance was the economic. America was looked upon as the land 
of economic opportunity, the land affording real chance for individual 


advancement; and to it millions of the economicaUy submerged m tne 
older countries turned their eyes and directed their footsteps. 
Table 16 indicates the situation decade by decade since 1870. The 
decline in the volume of immigration in recent years has, of course. 


•In EnriM IVales, and ScoOand P«»ns, or 67.7 po cent of fie total 

population ten year! of age and over, were ganfnlly oeeupied in 1881. In 1931, 81,066,000 

pereona ten yean of age and over were gainfuBp occupied, or 66.0 per cent of fc 37,008,866. 

Tie iOerenca between these Sgures on the total number gainfully oreupied end those 
presented in Teble 18, mpre, ate, of eoatse, due to the feet thet only persons fourteen 
years of ago and over are inoluded in that table. Fonowiug are the total population ten 
yean and ow, total gaialully employed, end lie per cent that the gainfully employed 
consatuted of those in Ibe age group for each census year siuce 1881 (from S<o(Ml«d 
Mslrad oj the Hnded Kingdom, 1036, p. 118): 
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“open-door” policy and the restrictions placed by the acts of 1917 and 
1924, and the enforcement, beginning in 1929, of the “national origins” 
provision of the 1924 law.* As important as the mounting tide of immi- 


Tadmj 15.— VoLusiE OF Immicbauos into the Ustted SmEs IX Six Decades, 1870- 
1030 ^ 


Decade j 

1 

Xunlwr of tffoitRreatf 
admilled in decade 

1 

ARDual Bb’ero^ 

Incrciuc or dccreAffO in 

1 bbdub] Average 

1871-1880 

2,312,101 

281,219 


1881-1800 1 

5,il6,Gl3 

524,001 

-1-243,442 

1801-1000 

8,678.564 

807,850 

-150,805 

1001-1010 

8,005,331! 

800,539 

+501,083 

1011-1020 1 

6,735,811 

573,681 


1022-1031 1 

3,800,120 

SSD.OU 

-233,000 


* 1/00 snntifll rr}>orti of tlir U. S. CoiBiniMMn of liDatjfnfios. T]>e year !!I21, ft vill b« 

nollcrfl. }iA4 Iteta osiiltcil from this tnbuUtion, in onlrr IKaI the more Accurnln picture nf n deende iq viiich tlio 
po-calleil “ouolft IcSidation*' wm in effect tnny be obleined. The year 1D21 brousbl 805,288 imiaigrnnU, the 
toTRcit dunnir nny oae }%ar eiftcc 1914. 


gration prior to the War and the decline in the volume during and since 
has been the changed character of American immigration. In the early 
lS89's more than five-sixths of the European immigration was from 
Northern and Western Europe and less than one-skth from Southern 

' The Aet of 1017, passed ova the veto ot President Wilson, estnblishcd a litcracj' test 
(n reading knowledge ot some language, proved by reading thirty or forty irords in that 
Inagtiagc), dclined personal and economic standards that immigrants must meet, nnd added 
to the nltmdy eslablishcd list ot ondcsitablcs, The Act of 1017 still stands ns the srialire 
immigration lav of Ike United Slates, since it was supplemented, not supplanted, by the 
quota laws of the 1020 's, By tlic Act of Alny ID, 1021 (in operation until Juno 30, 1924) 
the number ot nlicus who could be admitted to the United Stoics was limited to 3 per cent 
of the number of persons of each nationality residcot in the United States according to the 
Census of 1010, nationality being determined by the country of birth. This law applied 
only to Europe, Asiatic Turkey, Pers'io, Asiatic Buss'ia. Alrica, and Australasia. In 1024 
the .second quota law went into effect, liiing the number of immigrants from any conntiy 
at 2 per cent of the number of persons from that country resident in the United States in 
1800. h 1020 the 192 1 quota system was madlBcd by the enforcement of the "nalionnl- 
oripns provision of the 1024 Inw. This provision invoU-cd disregarding of the ISOO base 
and the determination of quotas upon the untiDn,iI origins of the population in 1020. The 
total quota was fised at 150,000, and each country’s quota was lived at the percentage of 
150,000 that its people wrasUlutcd of the people resident in the United States in 1020. 
All of the decline in immigration in recent years should not he atlrihulcd to the legislation. 
There is. of course, no w.iy of knowing just how many more immigrants would have come 
from the quota counlries-cspcciaHy from those of SouUicastern Europe, against whom the 
legnsiation of the lll 2 o's was cluelly ditccled-had the laws not been in force, hut it seems 
unlikely tlinl iinmigration would liave rtaehed the prewar volume. Such factors as the 
echiimg birth rates in Europe, the poliej- of otiicr countries during the period when econ- 
omic nationalism was dominant to put tcslticUons upon emigration, nnd technological 
dcvelopmcnis decreasing the demand for immigrant manpowa Iiavc all resulted in a 
ucclinc in world migratory mos-cmenls. 
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and Eastern Europe; by 1914 tbe proportions bad been almost exactly 
reversed.* 

Only brief allusion will here be made to some of the effects of immigra- 
tion. America’s great industrial expansion could hardly have occurred 
without the supply of immigrant labor. Some native-born workers 
undoubtedly were able to rise to better positions when semiskilled and 
unskilled workers from abroad began to monopolize the lower-paid 
places in industry. By relieving overpopulated European countries of 
some of their surplus labor supply and causing the employment of this 
labor where its value productivity was higher, American immigration 
tended to raise the world wage level. Yet to a very great extent, the 
traditional viewpoint of native-born labor, especially the organized 
segments of it, appears to have been substantiated by experience. In 
many cases, labor markets were flooded, the labor supply was made more 
redundant, and wages in consequence were undermined. A premium 
was often placed upon the undermining of skilled jobs, since— especially 
daring the wave of “new” immigration from the 1890’s to 1914— it was 
frequently more economical to adapt jobs to the limited capacities of 
men than to undergo the expense of training men for skilled jobs. The 
fact that workers and employers in the United States have not been of the 
same racial and nationalistic stock to nearly the extent that they have 
been in other countries has been a force accentuating differences in view- 
point, the tendency to thmk in different terms. 

The decreased importance of the immigrant factor in the American 
industrial labor supply has already had consequences of profound impor- 
tance. To an extent, the contention so long made by American labor 
that American wage earners were bemg kept out of a considerable range 
of occupations seems to have been substantiated by the increasing pro- 
portion of industrial jobs that have passed into the hands of the native- 
born population. It seems certain that part of the increase in real 
earnings of the workers during the years preceding the beginning of thp 
great depression was attributable to the curtailment of immigration. 
Restriction of the labor supply tended to raise the marginal productivity 
of the workers, and at the same time it lessened the competition for Jobs 
which frequently results in the acceptance by labor of less than industry 
can afford to pay.* That part of the success recently attending efforts 
to organize workers in the mass-production industries has been due to 
the fact that such workers, racially and nationally, are a less hetero- 
geneous group than they once were seems beyond question. Employer 
labor policies were affected during the decade of the 1920’s to no small 

' To be exact, the “oH” immijrationcoMlituted 86.9 per cent of all European immigra- 
tion in 1888, and the “new" 13.1 per cent. In 1914 the proportions were; “old,” 15.5 per 
cent; “new,” 84.5 per cent. 

* This effect of immigration curtailment is discussed p. 811. 
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extent by the decrease in immigration. It was no longer so economical 
to adapt jobs to men instead of men to jobs, and the drive policy did not 
prove ns successful as it formerly had. Employers to a certain e.xtcnt 
found a substitute for immigrant labor in Negro and Mexican migration 
northward, but they also manifested a new interest in developing 
employee goodwill and in training workers. 

Tadix 1G.— CiiANons w Helatii'e hiPonrANCE op Majoti Ecojroiiic Gnoups, 1870-11)30* 
Group 1970 1890 IBtID 1000 1010 WO lOSO 




IVenda in lUstive ImporUDCc 


Farm laborcia 

100 

83 

Farmers 

100 

103 

Proprietors nnd ofEeials. . 

100 

100 


100 

116 

lower salaried.! 

100 

120 

Servants 

100 

78 

luduatrialwage earners.. 

100 

114 

Unclassified 

100 

101 



70 

43 

05 

06 

103 

105 

104 

200 

262 

584 

63 

40 

144 

160 

74 

03 



280 

684 

6S 

142 

07 


^ rrof^ijop IlAntfii ia 1020 pulilisbcd the resulti ot (tudy of the ceaiu! data (or the period 1870*1010 
["Industrial Cla.«i Allirnmenlf in (lie United Slalej," Qvartnly Pvhlicalion e/ tAe Amrrican StatiHical Atiocia- 
tion, wl, 17 (Dreemlter 1020), pp. 417-20|. In a later article I"lnduitrial Cloiisci in the United States,” 
/ciimoi f/ (Ap dnrnfan S/ofufiral ^iidciatiOT, toL 18 'December, 1022), pp, 605-600) he brought the iludp 
tlirougli 1020; and a Oiird article, by Mr, Sogge (“Industrial Claves in Uic United States in 1080," Joupnol of 
the slnmeon ^latirtieol ^itono/ron, vol. 28 (June, 1^), pp. 100-20Sh carries tlie study tlirough 1030. This 
table II taken (rom pp. 100 and 201 nf tius Hurd article, and o[ course includes the data presented in the two 
earlier ones. 


Changes in Economic Status.— The criteria of industrialization set 
forth in the preceding pages suggest tliat a larger proportion of the pupula- 









































BACKGEOTMDi PROBLEMS AT ESTffi AKD METHODS OP ATTACK 33 

tion in the industrialized countties has come to occupy the status of vage 
earners and salaried workers. A det^ed examination of the evidence 
upon this question is, however, now in order. How many of the gainfully 
employed are wage earners, how many proprietors, how many self- 
employed P Has the middle class been disappearing and the proletariat 
increasing? 

Census data are not classified so as to provide a basis for wholly 
accurate estimates, but the general proportions and trends can be set 
forth. In Tables 16 and 17, the first of which incorporates the results of 
the study by Professor A. H. Hansen and Mr, T. M. Sogge of the census 
data for the sixty-year period 1870-1930 and the second those of Pro- 
fessor Leo Wolman’s similar study for the three census years 1910, 1930, 
and 1930, the more important changes in the economic status of the 
American gainfully employed population are indicated, 

TiBUi W.— WoEEma Popnunou or tse Dmo States, 1610, 1080, 1030' 


ToUl iiDd percenUge diitributioB 


Economic gtonp 

1910 


j 1010 


1990 



Number 

PercBil 

Nnmber 

Per cent 

Number 

Percent 

Profesaional workers.... 

1,613,756 

4.6 


6,1 

8,856,073 

6.1 

Proprietors, managers, 
and officials, independ*' 
ent, salaried, and com” 
nussion workers 

0,334,381 

86,0 

10,181,888 

86.6 

11,006,860 

83.6 

Employees 

83,800,004 



60.3 

SS, 217,886 

70,4 

Total 








1 Leo 'WobaQ, Elh and Flw in Trade Uninim p. llS. ProfesKir Wolmui'o toUls for tbe EoinftiUy 
empk)^ differ from those of the United States Ceosu bemie he did sot iselode unpaid family workers os the 
forou. ^leee amounted to 9, 810|6S4 in 1010; sndItOSS|792inlBSO. 


The trends and latter-day situations revealed by the data are, it goes 
without saying, of fundamental significance. They deserve comment and 
summarization. 

1. The majority of those working for economic remuneration in the 
United States today are employees. Data presented in accordance with 
Professor Wolman’s classifications (in Table 17) show that 68.5 per cent 
of the gainfully employed in 1910, 69.3 per cent in 1920, and 70.4 per cent 
in 1930 were wage earners or salaried persons. The tour roughly com- 
parable groups in Professor Hansen’s classifications, in Table 16 (farm 
laborers, lower-salaried employees, servants, and industrial wage earners), 
constituted 64,4 per cent of all gainfully occupied in 1910, 65.1 per cent 
in 1930, and 65.6 per cent in 1930. 
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2. In the second place, the number of employees has been increasing 
ns time has passed. It is true that when industrial wage earners, lower- 
salaried employees, farm Laborers, and servants are grouped together ns a 
“dependent” class, the increase over the long period covered by Table 16 
has not been great. These four groups together constituted 00.0 per cent 
of ail gainfully employed in 1870, as against G5.1 per cent in 1920 and 
only slightly more (OS.G per cent) in 1930. The indicated failure of the 
employed group to increase greatly during the sixty-yciir period 1870- 
1930 is, however, chiefly a consequence of the decline in the relative 
importance of farm laborers. In 1870 almost one gainfully employed 
person in every four (23.1 per cent) was a farm laborer, while in 1930 only 
one in every eleven (9.0 per cent) came within this class. This decline in 
the relative importance of farm laborers reflects, of course, the already 
noted decline in the importance of agriculture as a source of livelihood. 
It should be noted that if farm laborers arc eliminated from the “depend- 
ent” group and only industrial wage earners, servants, and lower-salaried 
employees included, the combined group increased in relative importance 
from 3G.9 per cent in 1870 to 55.1 per cent in 1920 and 56.6 per cent in 
1930. The industrial wage earners, the group generally first coming to 
mind when “the proletariat” is mentioned, increased in relative impor- 
tance from 20.0 per cent in 1870 to 42.4 per cent in 1920; in other words, 
the percentage increase in relative importance of the industrial wage 
earners was 59. Between 1920 and 1930, however, the industrial 
wage earners, for the first time during the sixty-year period, declined 
in relative importance. Even though an absolute increase of over 800,000 
occurred, the relative importance of the group decreased during the 
postwar decade by about 11 per cent (from 42.4 to 37.9 per cent of 
the total). 

3. The increase in the number of employees creates a presumption 
that the independent classes ” have declined in relative importance, but 
the presumption needs be tested by a scrutiny of the figures for the groups 
ordinarily included within this category. If proprietors and officials 
and farmers iirc grouped together, some decline is to be ndted, these 
groups having included 28,6 per cent of the.gainfully occupied in 1870, 
23,1 per cent in 1920, and 21.1 per cent in 1930, If, however, the pro- 
fessional workers arc added (as there is some justification for doing, since 
many professional people are self-employed, and in point of social outlook 
and self-conceived economic interest they are likely to identify themselves 
with the independent and proprietory classes), tlie decline in relative 
importance is seen to be only slight: from 31.9 per eent in 1870 to 29.7 per 
cent in 1920 and 29.0 pet cent in 1930. It is of cslrcmc significance, also, 
that both proprietors and officials and professional persons increased at a 
more rapid rale than did the industrial wage earners. In 1930 the rela- 
tive importance of the industrial wage earners was 42 per eent greater 
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than in 1870,' Tphile that of the ptopiietors and oicials waa 89 per cent,' 
and that of the professional workers 139 per cent' greater. Industrial 
wage earners and lower-salaried employees have become a larger part of 
the nation’s remuneratively occupied population, but so have proprietors 
and officials. The explanation of the increase in both classes lies, of 
course, in the already alluded to decline in the importance of agriculture. 
With this decline and the rise of industry and commerce, a larger part 
of the population has been released for nonagricultural places as both 
employees and proprietors and officials. 

A. Changes in the relative importance of the lower-salaried group 
deserve special comment. This group, it will be noted, has increased 
most rapidly of all, the index number of the trend in its relative impo^ 
tance being higher each census year after 1870 than that for any other 
group. In 1870 only one gainfully employed person in every forty (E.5 
per cent) was a lowe^sala^ied worker, while in 1930 about one in every 
seven (11.0 per cent) came within this dass. Or, during the axty years 
the rdative importance of this group increased 484 per cent, or more than 
twice that of any other group. A comparison of the 1900 and 1930 figures 
shows that during the first three decades of the twentieth century 
the ratio of the lower-salaried to total gainful workers increased 
about 217 per cent. Attention should also be called to the fact that 
during the 1920’s the increase in both absolute numbers and relative 
importance of the lower salaried group became accelerated. In absolute 
figures, there was an increase, according to the data in Table 16, of 3,131,- 
608, as compared with an absolute increase of only 864,568 in the number 
of industrial wage earners. Or, whflc the industrial wage earners were 
declining in relative importance, there was an increase of 52 per cent in 
the rdative importance of the lower-salaried dass. Phrased still diSer- 
entiy, of the 484 per cent increase in the rdative importance of the group 
during the sixty-year period, exactly 200 per cent took place during the 
ten years 1920-1930.* The great increase in this group reflects, of course, 
the increasing importance of trade in our economy and the mechanisation 
of industry, with its attendant enlargement of the demand for derks and 
petty overseers. In a number of ways, these lower-salaried workers, 
increasing so rapidly of late, constitute a rather spedal problem. On the 
whole not a well-paid group, they have nei'ertheless been notoriously 

' That is, this groep increased from 2S.6 to 37.9 per eeat of the total, 

' That is, the group increased from 4.6 to 8.7 per cent of the total. 

* That is, the group increased from 38 to 7.9 per cent of the total. 

‘ It may be noted in passing that Professor IVolman’e study, whieh embodied a some- 
what different breakdown of the census data, showed the same acceleration of this trend 
during the 1920’a. According to his estimates (op. ciU p. 113), the ' clerical and commc^ 
(Sal service" employees increased during these years from 4,030,685, to 0,753,334. In 
odier words, 4,716,637 of the 5,758,446 increosein all employees, or almost half, represented 
on increase in those engaged in dericai and commercial service. 
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iinorganiznblc; a group who evaluate comfort Liglily, they have been 
extremely susceptible to employer ‘Vclfare” drives. Ordinarily they 
arc the workers who sullcr most during rapid upswings of prices, since 
Ibcir salaries are a more sluggish price than the wages of maniialists. 

G. Brief comment upon changes in the relative importance of servants 
may be made. In 1920 this group was less than half as important, rela- 
tive to all gainful workers, as it had been halt a century earlier. This 
decline reflected changes in the mode of life of the American people, 
especially the commercialization of many goods and services formerly 
made or provided within the home. Between 1920 and 1930, however, 
the per cent tliat servants constituted of all jcmuncrntivcly employed 
increased from 3,1 to 4.1; i.e., the ratio of servants to all gainfully occupied 
increased by 32 per cent. Nevertheless, servants in 1930 had only 63 per 
cent of their 1870 relative importance. 

C. It is desirable, also, to group the different classes listed in Table 16 . 
in such a manner as to portray changes in relative importance of the 
"urban upper and middle” class as compared with the “urban workers.” 
For this purpose, the proprietors and officials, the professional persons, 
and the lowosahiricd group may be designated by the former term, and 
Bcn’ants and industrial wage earners by the latter.' Both groups have 
attained greater relative importance, as agriculture has become less 
important, but the “upper and middle” urban group has increased at a 
much more rapid rate than has the urban working class. In 1870 the 
urban upper and middle elass, as here conceived, constituted 10.4 per 
cent of all gainful workers; in 1920 the pereentage was 23.8, and in 1930 
it was 31.2. Industrial wage earners and servants combmed, or the 
“urban workers,” increased from 34.4 per cent of the total in 1870 to 
46.6 per cent in 1920, but then declined to 42.0 per cent in 1930. 

7, Still another significant basis of classification is between manualists, 
those engaged primarily in physical labor, and “brain" workers. In a 
rough grouping, farm laborers, fanners, industrial wage earners, and 
servants may be regarded as “manual” workers, and professional people, 
lowosalaricd persons, and proprietors and officials as “brain” workers.® 
The .significant fact is tliat the ratio of brain workers to manualists has 
steadily increased. In 1870 manualists constituted more than four- 
fifths (81.6 per cent) of all gainful workers and “brain” workers only 
about one-tenth (10.4 per cent), while in 1930 less than two-thirds 
(03.4 per cent) came within the former class, and almost one-third (31.2 
per cent) in the latter.’ All three groups included as brain workers have 
increased in relative importance since 1870, but the industrial wage 
earners have been the only one of the four grouped ns “manualists” 

* C/. T. M. SosKC. op. oil., pp. 200-i01. 

> Cf. ihiil., p, 201. 

' Tbe proportion ot aninlul wotken in each ot tlicsc two groups in 1B70 and for each 
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■W'illi the increase in physical produetmty per worker and the increasing 
importance of trade, a larger proportion of tlie working force lias been 
released from the making of material goods and has found employment in 
the rendering of sendees. 

In England, the wage-earning class constitutes a somewhat larger 
part of the total working population than in the United States, and in 
Germany wage earners and salaried persons together make up more than 
two-thirds of all the gainfully occupied. Professor Bowlcy, after an 
analysis of the 1911 census figures, concluded that 70.9 per cent of all 
gainfully employed in the United Kingdom were wage earners, /.8 per 
cent salaried persons, 4.5 per cent independent workers, and 4.3 per cent 
employers.' An analysis of the last (1931) census figures shows that 
80.8 per cent of the persons having employment when the census was 
taken were “operatives,” 0.4 per cent managers, and 0.8 per cent working 
on their own account.- In English manufacturing, 89.9 per cent were 
operatives. The German census of 1933 showed 10.4 per cent to he 
owners and managers, 17.1 per cent salaried employees, 50.0 per cent 
wage earners, and 10.5 per cent workers assisting members of their 
families.’ 

Increase in the National Wealth and National Income. — Material 
progress, as the term most commonly is used, means an increase in tlic 
stock of goods possessed by a people, i.«., in the national wealth, and an 
enlargement of the flow of goo^ and services resulting from man’s 
utilisation of this wealth. In the pages of this chapter immediately 
following, some of the problems centering around the general matter of 
the sharing of the workers and other classes in the national income arc 
stilted, and methods of attacking these problems arc suggested, and in 
later chapters the wealth and income problems of the people are c.vnmincd 
in considerable detail. For the present it suffiecs, tlicn, merely to make 

* A. L. Bowlcy, Prmi’on oj the Produrt of Industry, p. 104. 

* From '*Slnli5tics of Occupied Population in Different Countries," Intcrnalmal Labour 
Pennr, vol, 32 (1035), p. 852. This pcrccnlngc distribution is merely tlml of persons 
having work when the census wns taken, and docs not include the 2,524,514 person.^ in all 
economic cLisscs who were out of work at lliat time. Tlie figures do not make possible a 
brc.ikdown showing in n satisfactory manner the number, and the percentage of the told, 
of proprietors. However, some of the managers and some of those working on their own 
account enme within this class. The absolute figures for nil lines of enterprise (including 
only persons fourteen years of age and over) were ns follows: mnmigerinl, 1,180,519; opera* 
live, 10,077,172; working on own account. 1,272,418; out of work, 2,524,514. 

* Ibid., p, 412. The absolute figures for Germany in 1933 were: 


Ci&iii Number 

Oirnrri aud mio&fTcrs S, 303,957 

StUnril employees.... 5, SIC, 974 

WiKf earners 10,104,136 

Asiiitini; family memberi 3,319,109 


Total 32, 900, 408 
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some mention of the increase in the national wealth of the American 
people and— for the most part and over long periods— of the people of 
other industrially advanced nations, and of the extent to whidi the 
quantum of goods and services available for the average member of the 
population has increased. 

Census estimates of the national wealth are subject to numerous 
qualifications, some of which are discussed later, and to a very consider- 
able margin of error; and sometimes the valuations they show are reflec- 
tions of the fact of increasing scarcity as against former abundance. In a 
general way, however, they serve as one criterion of the economic prog- 
ress of the people. As is indicated in data set forth in tabular form in a 
later chapter,* the total wealth of the American people is estimated to 
have increased from $7,136,000,000 in 1850 to $88,517,000,000 in 1900, 
$180,300,000,000 in 1912, and $329,700,000,000 in 1929, and the per 
capita wealth from $308 in 1850 to $1,665 in 1900, $1,965 in 1912, and 
$2,677 in 1929. Allowances for changes in the purchasing power of the 
dollar must, of course, be made in our later analyses, but at this point it 
suffices to mention that prior to 1900 real national wealth increased more 
than national wealth expressed in terms of current dollars, since the price 
level in general was declining, and that in spite of the rise in prices 
between 1900 and the early 1920’s, offsetting part of the apparent increase, 
real national wealth has increased substantially since the turn of the 
century. Likewise, per capita real income has expanded appreciably. 
Data summarized later* indicate that real realized income from all 
sources increased approximately 137 per cent during the three decades 
between 1900 and 1929, and on the per capita basis about 48 per cent. 
Estimates of the national income during earlier years indicate, if any- 
thing, a somewhat greater increase in per capita real income from decade 
to decade.’ During the postwar years, the real income of some of the 
European countries has not increased as it has in the United States, but 
over a long period of time both national wealth and national income have 
become greater in the industrially advanced countries.^ 

' Infra, p. ZOZ. 

* Infra, pp. 139-141. 

“ Thus, Dr. W. I. King’s eslimntes for the earlier years {WeaUh and Income of {he People of 
the United States, p. 1Z9) show that the per capita real income in terms of dollars of constant 
(1890-1899 average) purchasing power increased as follows: 1860, 09; 1860, 8Z; 1870, 79; 
1880, 111; 1890, 109; 1900, Z3Z. These Sguies probably exaggerate somewhat the increase 
that occurred during the second half of the nineteenth century, owing to the fact that in the 
later years more goods were produced for the market, rather than tor immediate consump- 
tion, and that the quantities of commodities were more nearly completely included in the 
later years. 

* The British nnUonal income was estimated by R. D. Baxter (National^ Incme of the 
United Kingdom, 1868, p. OZ) at 814 millions sterling in 1807, by Sir Robert Gif5n [Eeonomie 
Zn?umes and Studies, vol. 1, p. OZ) at 1,Z00 for 1876, and by Bowley and Stamp at Z,Z60 
miUions for 1914. William C. Mallock {The Nation as a Business Enterprise, p. SO) has 
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PnOBLEMS AT IsSBE AKD METHODS OF AtTACK 


A survey of inslitulional arrangements, long-run trends, and condi- 
tioning forces provides us with a little background; but this background 
must be supplemented with a word as to the problems with which we 
shall grapple in the chapters immediately following and the methods 
whereby they may be attacked. 

The first six of tliese chapters arc devoted to wages, incomes, and 
closely related problems. It is proper that our sequence and emphasis 
should be what they arc. No topic in the field of social history is of more 
wtal human consequence than that of “the condition of the people”; 
nothing is more important in determining the material status of the 
masses than the wages and incomes of workers of hand and brain; few 
indicia of the success or failure of any economic system, or of the likeli- 
hood of its permanence, are superior to that afforded by measurement of 
the trend of real remuneration for personal effort and of the adequacy of 
this remuneration to maintain decent livelihood. The purchasing power 
of the worker’s money income determines, mote than anything else, the 
standard of living of himself and his family, the extent to which he can 
have the comforts and some of the luxuries enjoyed by other classes, and 
his capacity intelligently and aggressively to go about improving his 


cslimalcd Ihc per capila iacome of Great BtiUiin in 1800 at flC, Hs., that of the United 
Kingdom in 1850 at £23, Os., and that of Ihc United Kingdom in 1888 at £30. Several 
c.5timates of the national income of the United Kingdom during the postwar years ore 
availabic. Mr. Hns, president of the Royal StatisUcnl Sodety, estimated by the produc- 
tion mctliod (i>., vaiuc of goods and services produced) that the national income in 102-1 
was £3,075,000,000 [Harvey E. Fisk, “New Estimates of the National Income,” Amejitan 
Economic fimVir, vol. 20 (March, 1030), p. 21]. The estimate of “disposable ineomc”for 
the same year, os made by Sir Josiah Stamp and A. L. Bowlcy, aggregated £4,101,000,000 
O'iii/.). The League of Notions Economic lulelligcnco Sen-ice has estimated the size of the 
national income during the years of the depression to have been ns follows: 1029 £4 843 - 
000,000: 1032, £1,200,000,000; 1033, £4,364,000,000; 1034, £4,635,000,000 (from Econoraie 
Intelligence Sen-ice, League of Nations, Horfd Economic Siirrey, Geneva, 1036, p. 105). 
Dr.^ Ilclircrich (Karl HcKIcrich, DcnUchtands VolhicoU) has estimated that in 1010 the 
national income of Germany was approximately twice what it was in 1890, it having 
increased from more Uian 5.1 billions (in dollars) to 10.3 billions. (C/. Sir Josiah Stamp. 
Cumil ProUeme in Finance and Goremment for an analysis and criticism of Dr. Hclifcrich’s 
e.stimatc5). Mr. Fisk. cstimaUng the national income of various countries upon the basis 
of mrormalion alTordcd by statisticians and others in these several countries, concluded 
(op. o(„ p. M) that in 1925 the total national income of the German people was 50,000,- 
000,000 marks or in dollars 11,000, 000,000-nn increase of more than a billion and a halt 
m-er Dr Ilelfo, el. s estimate for 1019. Tlic League of Nations Economic Intelligence 
ftrsire has estimated the German national income in recent years to Imvc been as follows 
(in reichsmarks): 1029, 70,098,000.000; 1032, 40,500,000,000; 1033, 47.500.000 000- 1931 
52,420,000 000. For estimates of the size of the national income, income per capita, and 
income in dollan per square mile in the various countries during the 1920’s, see the above- 
mentioned nrlieic by Mr. Fisk, and tor estimates during the depression years of the 1030's 
see the League of Nations study, B’orld Economic Snnaj, referred to above. For compara- 
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mntcrkl conditions. To tlio extent that the standard of living of the 
rank and file of the people is steadily and apprcciahly advancing, popular 
urge for dianges in economic and poKlical fundamentals tends to be 
feeble; when the real income of the people is diminishmg, unrest and 
revolt spread throughout the land, and drastic changes in social arrange- 
ments arc likely to result. Other problems connected with the material 
progress and present conditions of the workers are so inextricably inter- 
woven with the subject of wages that this topic must necessarily be given 
priority in the present section of oar study. 

Some General Problems at Issue.— Let us raise several broad but 
very pertinent questions— questions that we shall do well to keep in mind 
as we thread our way through a considerable amount of detailed material. 
(1) Has the purchasing power of worker incomes increased or decreased 
as the years have passed? Have real wages advanced or declined, and 
how much? (2) How have the workers fared in comparison with other 
economic classes ? As has alrc,idy been pointed out, an enormous increase 
in the output of physic.il and intanpblc goods {over long periods, ignoring 
for the moment the curtailment of production during business depressions 
and in some of the European countries in consequence of postwar financial 
and economic conditions), combined with improvement in fabricating 
processes, has given us a real national income much greater, in rclarion 
to the size of the population, tlian was available for consumption or saving 


live purposes, the loin! (in dollnri) end per cnpiln cslimnlcd nntionnl ineorae ol various 
couulrics in Ihc lOZO'i is licrc given (coinpi!ed from H. E. M, op. cil., pp. S3, S4, SB, nnd 
SB). 


Nntion 

Year 

Nstionn) incono 
(in (loDan) 

Per capilA 
income 
(io (loUsrs) 


1BS8 

80,000,000,000 

740 


13S4 

18,300,000,000 

400 


19S5 

11,000,000,000 

100 


1BS8 

8,SS8,000,000 

201 


WST 

4,724,000,000 

115 


1028 

1,351,000,000 

171 


»S7 

035,000,000 

S07 


1025 

2,107,000,000 

SB4 


1027 

' 703,000,000 

251 


I0S4 

1,591,000,1100 

040,000,000 

205 

140 


Its? 


loss 

S,400,000,'000 

173 

113 


Its? 

908,000,000 


m 

1.414.000. 000 

3.055.000. 000 

100 


m 

477 


ms? 

5,600,000,000 

570 


IDSt 

0,350,000,000 

87 


19S3 

851,000,000 

5,600,000,000 

112 


loss 

66 
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as short a period of time as a generation ago. Have the workers received 
a “fair” share, or an “adequate” share, or a share "proportionate to 
their productive influence?’’ (3) The eternal why suggests itself. To 
what fundamental economic and social forces is the increase or decrease, 
as the ease may he, in real wages attribut.ablc? Why have the workers 
fared as they have in relation to other economic classes? (4) Yet a 
.summaiy of the trend of real wages tells us little concerning the decency 
of the living standards tlic mass of workers have been able to maintain. 
Even though real wages may have increased subsUntially, still further 
increases may be necessary before the great majority of those dependent 
upon them can live in a manner consistent with decency and self-respect. 
To what extent, then, have wages been, and to what extent arc they, 
adequate to maintain for the workers socially desirable standards of 
living? Wlmt has been the extent of poverty and destitution, and what 
arc the possibilities that these social plagues may be eradicated? (5) In 
the nature of broader gcncraliinttions growing out of the considerations 
directly relevant to the third question that has been raised, we may ask 
ourselves; WTiat are the forces, in our system of quasicompetitive (or 
quasimonopolistic) capitalism, determining the share of the national 
income going to the workers in the form of wages? Does there appear 
to be reasonably close correspondence — as “orthodox” economic theory 
predicates that there should be— between the productive contribution 
of the several factors of production and their respective rewards? Docs 
an analysis of the distributive process indicate that these forces arc 
subject to any great degree of human guidance and control? C.an guid- 
ance and control he c.\crcised without drastic changes in the institutional 
arrangements of society? What can be done as a rather immediate 
matter to bring to those who need it most a greater quantum of the 
material things of life? Few, if any, questions arc of more profound 
significance from the viewpoint of human welfare than the one just 
raised; not many are as fascinating in their theoretical and practical 
implications, (6) Neither labor conditions nor Labor relations arc immune 
to public opinion or to the e.xprcssion of public opinion through the 
coercive action of the state; and more and more, as the glaring inequalities 
and insufficiencies resulting from eapitalistic economy have impressed 
themselves upon the popular mind, or as particular analyses of periodic 
breakdowns in the functioning of the price system — such as the under- 
consumption notion— have gained currency, society has attempted to 
exercise conscious control over the matter of wages. In some industrial- 
ized countries, like the United States, the action— at least until very 
recently- has been timid, faltering, limited in scope, inhibited by the 
individualistic preconceptions of decades that have passed; in others, 
stale regulation has been widcsprc.ad. Certainly it behooves us to look 
into these attempts to exercise conscious control over wages, to evaluate 
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Bympathetically yet critically the objectives underlying them, to consider 
whether they are likely in the long run to cause our price system to operate 
more effectively or even more imperfectly than it operates at present, to 
attempt appraisal of their successes and shortcomings, and to grapple 
to the extent we can with the problems that experience with them has 
demonstrated. While, for reasons of organizational facility, we shall 
not in the chapters immediately following always adhere to the sequence 
suggested in this paragraph, all of these questions should constantly be 
kept in mind. 

But to raise questions as broad as these is, after all, only to suggest 
other, and more detailed, questions and to impose upon ourselves the 
preliminary task of mastering a certain amount of technique to be applied 
in measuring the material progress and present conditions of the working 
dasses. Capacity to measure and express quantitatively the social 
phenomena with which we shall deal might, indeed, be said to be the 
sine qua non of any survey of labor conditions that departs from the realm 
of vague and generalized impression and attempts to substitute therefor, 
to as great an extent as is possible, definiteness and reality. “When 
you can measure what you are speaking about and express it in numbers, 
said Lord Kelvin, “you know something about it; but when you cannot 
measure it, when you cannot express it in numbers, your knowledge is of 
a meager and unsatisfactory kind." It will be distinctly worth our while, 
therefore, to turn our attention briefly to an enumeration of some of 
the detailed questions implicit in the general queries just raised, to the 
methods whereby answers may be reached and expressed quantitatively, 
and to some of the broader issues connected with comparisons of the 
progress of the workers and of other classes that may be made and stand- 
ards of well-being that may be set up. 

The Measurement of Progress with Respect to Wages.— Measure- 
ment of the trend of real wages involves, obviously, the double relation- 
ship of relative changes in the amount of money which the work^s have 
received for their work as compared with changes in the cost of living for 
working-class families. It therefore becomes necessary, first, to deter- 
mine what expression of wages or earnings — hourly rates, weekly earnings, 
or some other expression — ^shall be adopted; second, to show the genera 
change or difference by the construction of kdex numbers; and, third, to 
compare the index numbers of money wages for the various years with a 
reliable index of the cost of Uving, thereby determining the extent of 
progress or retrogression with respect to real wages. ^ ^ 

No one unit for the measurement of wages and earnings is entirely 
satisfactory, and the weight to be attached to the advantages an is 
advantages of the several possibilities depends, for the most part, upon 
the objectives of the particular study or investigator. Hourly rates 
and piece rates have the advantage of showing increase or decrease m 
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compensation for a given unit of lime or output respectively; average 
annual earnings arc more illuminating rrith respect to the movement of 
the standard of living. For the most part popular discussion of wage 
problems has failed to differentiate clearly between wage rates— the 
amount of money paid to workers for a given unit of time and to piece 
workers for a given unit of output— and actual earnings, the amount of 
money received by a worker over a period of time.* The matter of the 
unit adopted is of real importance, however, and it will facilitate our 
discussion in the chapters that follow if we define and distinguish at 
this point some seven units that may be used in measuring wages and 
earnings:® 

1. Hourly usages, or the wage rates paid for an hour’s work. The 
advantages and disadvantages of this unit are fairly apparent. Changes 
over a period of time arc the best indicator of whether the workers are 
receiving more or less compensation for a given unit of work; on the 
other hand, changes in the number of hours constituting the basic week, ns 
well as part-time employment or unemployment, may invalidate to no 
small degree this unit as an indicator of the trend of the standard of 
living. 

2. Hourly earnings, or the total earnings during a given week divided 
by the number of hours actually worked. The advantage of this unit 
over the preceding one is that part-time employment during the week, 
extra compensation for overtime work, and any bonuses or special stipends 
arc included. Changes in the number of hours constituting the standard 
or normal week, in so far as they affect the time actually worked or the 
rate of compensation for time in excess of the normal, are also reflected 
in hourly earnings. Unciftployment and layoffs of more than a week’s 
duration — ^factors which vitally affect annual incomes — are not allowed 
for by this category. 

3. Full-time useeily wages, or the hourly rate times the number of 
hours constituting the normal week — i,e., the amount one would earn 
when working the established number of hours at the given hourly wage 
rate. Its chief virtue, as compared with hourly wages, is that the effect 
of changes in the standard week are reflected; it does not allow for uncm- 
plojTnent, part-time employment, or overtime work. 

4. Full-time weekly earnings, or hourly earnings, as explained above, 
multiplied by the established number of hours per week. The merits of 

* And wLIch ore, of course, wage rates multiplied, in the ease of time workers, by Ibe 
amount of time worked, nnd in tie ease of piece workers by the units produced in the pven 
penod of time. Any bonuses tint may be paid should be added to the earnings of either 
class of workers. 

* C/. P. n. Douglas, Jleol JFog» in the United States (Houghton Mifhin Company, 
Boston. 1030), pp. 0-16, The authors' classiliention is an adaptation of that of Professor 
Douglas. 
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this unit are, of course, the inclusion of bonuses, special stipends, and 
overtime pay, and the reflection upon earnings of changes in the number 
of hours constituting the normal week. 

5. Average actual weekly earnings of emyhyed workers, or the amount 
of money actually received for a week’s work. The advantage of this 
unit over the preceding one is that it abandons the invalidating assump- 
tion that workers are employed the normal number of hours, and that it 
makes allowances for overtime, part-time employment, and the effect 
upon earnings of changes in the number of hours constituting the standard 
week. Unemployment and “unemployment within employment” of 
more than a week’s duration are not allowed for. As a criterion of 
improvement or retrogression in the standard of living, this unit is supe- 
rior to any of the four already described; its shortcoming as a measure- 
ment of material progress is that increases in weekly earnings may result 
from longer hours, overtime work, and, in the case of piece workers, 
speeding— in other words, from putting more labor units at the disposal 
of the employer rather than from increased compensation per labor unit. 

6. Average annual earnings of employed workers, or the total amount 
actually paid out in wages during a year divided by the average number of 
workers on the payroll. While this unit, like the others, does not take 
account of unemployment, it is in some ways more satisfactory than any 
of the five that have been discussed. Overtime, short time, and absentee- 
ism are taken into account; and since temporary layoffs, as well as 
absenteeism, are likely to be of considerably more than a week’s duration, 
average annual earmngs is likely to be a better expression of wages than 
average weekly earnings. Wherever possible, in the chapter immediately 
following, we shall therefore discuss wage trends in terms of this unit, 
rather than in terms of hourly rates, full-time weekly wages, or the other 
units that have been suggested.* 

7. Average annual earnings of active members of the working doss. This 
unit attempts to take into account the amount of unemployment among 
members of the working class, as none of the preceding units does. Since 
unemployment affects so vitally the well-being of the workers, and since 
its omission results in both an overstatement of actual earnmgs and, in 
view of the great fluctuation in the amount of lost time, an imperfect 
portrayal of the relative changes from year to year, this unit is, in some 

‘ The use of payroll as the denominator in the derivaUon of average annuel earnings is 
subject to the objection that payroU figures are always somewhat padded, owing to the 
fact that they include the names of workers who have in fact severed their connection 
mth the firm, although their names ate atUl carried on the payroll, and money may be owed 
to them. The inclusion of such workers tends to increase the dMommator, and therefore 
to reduce the average earnings shown per employed worker. This objection would not be 
a serious one were the amount of payroll "padding” approximately the same at aU tunes, 
but in fact it varies greatly both seasonally and over periods of years. 



40 


UBOR’S rilOGRESS AND PROBLEMS 


ways, the most salisfactorj- of all those described. Practical considc 
tions connected ivilh the stale of unemployment statistics in the Unit 
Stales may dictate that our survey of the trend of real wages be in ten 
of average annual earnings per employed person, with separate consider 
lion of the influence of unemployment upon earnings; but where possib 
it will be desirable to utilize data which take account of uncmploymcnl 
The method of computing this unit is, obviously, to multiply the nveragi 
nnnu,al earnings per employed person by the percentage of tliose seckinf 
employment who are, on the average, employed.' 

Decision ns to the unit to be used for expression of w.iges from year to 
year is, however, only the first step in ascertaining the trend of real 
wages. The mass of data relative to w.igcs or earnings in the many 
occupations and industries must be e.xprcsscd statistically in such a 
manner that the general trend may be clearly indieated, and comp,arison 
with a cost of living index must then be made in order to allow for the 
fact that the same money wage has raslly different purchasing power at 
different times. 

A detailed discussion of the construction of index numbers lies beyond 
the scope of the present volume, and a few elementary illustrations of the 
process must .suffice,' An index number may be defined ns a number 
designed to express the relative change or difference of a proup of related 
variables, whetlier this group of related v,ariablcs be the money wage of 
various classes of workers, the whofalc or retail prices of a large number 
of commodities, the physical production of various goods, or something 
else. Where the several constituent series to be incorporated into the 
index vary in importance, they must be weighted according to the best 
criterion of their relative importance, in order that each may have its 
proper influence upon the final result. The necessity for reducing abso- 
lute figures to relatives should be apparent. It would be futile to 
attempt to obtain any very accurate picture of the general trend of, say, 
wage rales in a group of industries by a tabular presentation of the actual 
rales over the period of years uitli which one is concerned. By the use 
of index numbers, however, wages for some given year (or other period) 
can be taken as 100, and those for the preceding .and subsequent years 

* For ciBinpIc, we nity nsniinc that 10! pewens oiler tlicmsclrcs for wort, that average 
cmploxincnl tbiougliout llic year is 100, and lliat average annual earning! per employed 
person are Ol,0!0. The total amount paid onl in wages during the year is therefore $105,- 
000. But the average amount received by each of the 105 members of llie working class 
IS 4.70 per cent less, or $1,000 {i.r, $105,000 4- 105). 

> Headers not familiar with the construction and use of indei numbers will do well to 
eonso t one of the standard works on statistical analysis. Among those to which reference 
may be made are Irving Fisher, Tk o/ hdti iVnmSrra, E. E. Dav, Slntistfeof 
daofpm, U E. Chaddoet, frineiplrs oad Jfri4«l, of Wstfes, Horace Secrisl, /nWurtfon 
to SloliUiral Jfrthodi, 1\ , I. King, i'lrianita gf Slaliiliral Jfrt/iod, and G. U. Yule, /nlrodno- 
(lonloThroryo/Slaltoics. 



BACKGSOUND: PBOBtEMS AT ISSi® AND METHODS OF ATTACK i1 


presented according to the extent to which they vary from those of the 
base year.^ 

Measurement of the increase or decrease in the purchasing power of 
money wages or earnings is, however, dependent upon the double rela- 
tionship of relative changes in the amount of money received by the 
workers as compared with changes in the cost of living. The construction 
of index numbers of money wages or earnmgs is, therefore, only a pre- 
liminary step in ascertaining the trend of real wages, and a little con- 
sideration should be given at this point to the more important cost of 

‘A concrete illustration, first, ol the “simpie" or “unweighted” index number and, 
then, of the process of weighting may make the general nature of index numbers clearer. In 
the foUondng table let us assume that columns A, S, and C give the average daily rates in 
industries 1, 2, and 3 for 1934, 1933, 1936, and 1937. The relative wage rates for these three 
industries are shown in columns D, E, and F—ie^ the extent to which they varied in differ- 
ent years from the rates of the base year, 1984. The question is, however; what has been 
the change in the wage rates in the group of three industries as a lelialef The index shown 
in column G furnishes the answer, showing that for the group as a whole wage rates were 
12 per cent higher in 1933, 13 per cent higher in 1936, and 18 per cent higher in 1937 
than in 1933. 


Year 

1 

i 

2 

B 

8 

C 

1 

D 

2 

B 

8 

B 

0 

1934 

85.00 

UM 

$5.00 

100 

100 

100 

lOD 

1933 

is.is 

$5.00 

$5 35 

105 


107 

112 

1938 

$5.10 

$5.S5 

( 5.00 

102 


112 

lU 

ies7 

$6.50 

$5.00 

$5.60 

110 

■■ 

iia 

118 


The changes in no one of the three industries followed exactly this course. What we 
have done has been to express in columns D, E, and F the relative deviation of wage rates 
for each of the years from those of the base year (1934), and then we have taken a simple 
arithmetic average of these relatives to get the trend for the group of industries as a whole. 
In averaging the relatives in this illustration, however, we have used only one of the several 
types of averages to get the general index of all groups in column 0. The arithmetic mean, 
which has been used, is simply the sum of the items divided by their number. It is the 
average that the ordinary man usually tlunks of when the word “average" is mentioned. 
Other averages in use are the median, the mode, the geometric mean, and the harmonic 
mean. The median is the middle item when the items are arranged according to their 
size. It takes account of position, but not of tiie size of extreme items. The mode is 
the most frequently occurring item in an array of data. The geometric mean is found by 
taking the product of the items and then extracting the root which corresponds to the 
number of items. In averaging the index numbers for 1933, for example, we would have 
tJ'^lOS X 125 X107. The geometric mean is always lower, than the arithmetic mean 
because of its greater weight to low numbers. It is comparatively easy to calculate by 
means of logarithms but is not generally understood. The harmonic mean may be defined 
as the reciprocal of the arithmetic mean of the reciprocals of the numbers. Using the 

relatives for the same year (1936), we would have the reciprocal of 

This average is not easily calculated and is not generally understood. The illustration as 
carried to this point, however, has involved only the “simple” or “unwaghted” average 
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living indorcs issued in England and the United States, to the proeess ot 
eonstnjcting them, and to the limitations and error probabilities inherent 
in the use of this statistieal device.* 

A number of indexes of the cost of lisdng arc issued rcgidarly in the 
United States, the most frequently used being those of the United States 
Bureau of Labor Statistics, the National Industrial Conference Board, 
and the Massachusetts Commission on the Necessaries ot Lite. A few 
words ns to tlio history and the process of constructing the first-named of 
tlicsc may make tlic nature of cost of living indc.vcs clearer. 

Prior to the entrance of the United States into the World War, only 
scattering attempts— cliicfly those ot private investigators— had been 
made to work out accurate coat of living indexes. For the most part, 
attempts to measure the trend of teal wages were based upon wholesale 
price indexes, upon retail food prices, or upon estimates of the prices of 
articles entering into workingmen’s budgets based upon the most prob- 
able deviation of retail prices from wholesale.* With the adoption of 

(or. mote nccuralclj’, the ttlalivo hove beta cqmtUr iteiBHol), It is possible, bowerct, 
tlml tliis jives 0 verj cnoocoos impression ot Die jenetnl bend ot wage talcs becnusc ot the 
dillctcnccs in the mimbcr ot ttorkets in tbe different indusbics. It indusbics I, !, and 3 
employ substantially the same number ot workers, then no great margin ot error is to be 
expeeted trom using the simple ot unweighted method. But assume that indnsby I 
employs 10,000 workersi industry 2, 1,000; and industry 3, only 500. In this ease we 
dearly are not justified in attaching tbe same importance to tbe movement of wages ia 
industry 3 os in indosby 1, because the latter employs twenty times the number ot wage 
earners employed by the tormer. Thcsevemlcoastitucnlscticsmoslthetelotcbcwcighted. 
The basis ot weighting depends, ot course, upon the kind ot data with which one is dealing. 
In out lijTolhclicol case we ate bying to get the goncml bend ot wage rates, and in weight- 
ing we should attach twenty limes the importance to the relatives in column D than we do 
to Uiose in column f when it comes to showing, in column C, the changes in wage rates tor 
the group ot industries ns a whole. If, on the other band, we were measuring changes os a 
whole in retail prices ot those articles commonly consumed by persons having incomes of 
trom 31,800 to 3MOO a yeir, we probably should wdghl in accordance with the relative 
importance ot the different commodities in the consumption ot such persons. 

‘ Possibly it is supecBoous to illustrate the process d reducinB indexes ot money wages 
to a real basis by the use ot cost ot Ihing data. Ulus assume, however, that money wages 
or carmngs were 200 per cent higher in 1033 than in 1013, while the cost ot living was only 
100 per cent higher. Taking both wages and tliecost ot living in 1018 as 100, tbe two mi- 
te^onding relatives arc 300 and 200. By dividing the tormer by the latter, we obtain a 
tclalive ot 150, indicating that the money auges ot the workers would purclmsc 50 per cent 
more immmoditics in 1033 than in 1013. Formerly sludenta ot the trend ot real wages 
pncrally arrived at their conctusions by comparing weighted indexes ot money wages with 
indexes ot wholesale prices. This procedure, while it was necessary because ot the paudly 
ot statistics on retail prices, was subject to two valid criticisms; (o) indexes ot the bend ot 
Wholesale pnees include many commodities not aclualiy puiehased by wage earners, and 
W changes m wholesale prices arc not always the same as those in the retail prices which 

he worker must pay lot the a,amecommoditiei,lhelstlcr lagging behind thclormcr in both 

the downswing and the upswing ot the general price cycle. 

' The Federal Department ot Ubor has collcetcd data on rclait tood prices since 1800, 
ns index including thirty commodities tiom 1800 to 1007, Cttccn (torn 1007 b 1013, and 




BACKGROUND! PROBLEMS AT ISSUE AND METHODS OF ATTACK 49 


the war policy of adjusting wages in accordance with the increase in the 
cost of living, however, the precise determination of this increase became 
a matter of more immediate practical importance. The United States 
Bureau of Labor Statistics was accordingly commissioned to collect from 
a number of sources in each locality price quotations for articles entering 
into working-class budgets, and to study the actual budgets of workmg- 
men’s families in order to determine the relative importance of the various 
commodities and thus to secure the proper weight for each item. In 
carrying out the first of these instructions, the Bureau obtained, for the 
years 1914 to 1918, inclusive, quotations on the prices of food, clothing 
items, articles of house furnishings, fuel and light, and housmg (a “mis- 
cellaneous” category being added later). The number of dties from 
which data were obtained was later increased to thirty-two, and the 
base year was changed from 1914 to 1913.‘ Beginning in 1920 the 
Bureau issued an index number of the cost of living for these localities 
taken as a whole, its method being to take an average of the increases in 
each group of commodities in the different cities and then to multiply 
each of the averages by the relative proportion spent upon each group of 
commodities by wage-earning families, as revealed by a field investigation 
in 1918. Originally a makeshift method of weighting the commodities 
within each of the major groups, as well as the major groups entering into 
the final index number, was used,* but later weights in accordanee with 
actual expenditure habits were substituted. In 1934 and 1933 the 
Bureau conducted an extensive field investigation for the purpose of 
determining changes in consumption habits since 1918, and on the basis 
of these changes and certam refinements in method, adjusted the weight- 
ing of the various items. The index of the Bureau of Labor Statistics 


tweaty-two after 1913. For a discuaaion of ttis index and its shortcomings, see F. H. 
Douglas/ ileoi Wages tn ihe United Stales, pp. 19-S8. 

^ The method of changing the base year to 1913 was to take the changes in the retail 
price of food articles and the wholesale prices of clothing, fuel, house furnishings, and the 
other arricles entering Into the consumption d working'class families. In 1919 and 1920 
data were collected for each of the tlurty4wo mtles, and in 1921 statistics were gathered 
three times. Between 1922 and 1924 the iiiTesilgatioiis were made quarterly, and since 
1924 they have been semiannual. The food index for the country as a whole is, in fact, 
secured from more cities than those covered by the special cost of living investigations, the 
number now being fifty-one. Prices of food commodities and of fuel and light are secured 
by means of questionnaires, the others by firid agents. 

* The system of weighting used prior to 1920, when the results of the budgetary study 
of 1918 were available for application, was subsianrially as follows: the indexes for each 
of the food commodities were weighted by the t^arive importance of each item in the food 
group, as disclosed by an investigation made in 1901 by the Bureau of Labor; indexes for 
the items in the other main divisions were not wrighted, a ample average bring used for 
each group; the indexes for each of the major dirisions as a whole were weighted in accord- 
ance with the relative proportion of family income spent in the particular locality in 1919 
for each of these groups, to secure an index for the city. 
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lias been criticized upon the ground that it is based upon the average 
flueluation in prices of the main groups of commodities for the eountry 
as a whole, rather than upon the average for the cities.* 

Three other eost-oMmng indexes may be mentioned briefly for 
illustrative purposes: those of the National Industrial Conferenee Board, 
the Massachusetts Commission on the Necessaries of Life, and Professor 
P. H. Douglas. The Conference Board, an employer’s organization, 
collects its data from a wider area tlian does the Bureau of Labor Statis- 
tics," but utilizes questionnaires rather than field agents, and classifies 
commodities in a somewhat less rigid manner.* In general, the Board’s 
group indexes arc based upon fewer commodities than arc those of the 
Bureau, and the weighting method is more dependent upon tlie 1901 
investigation of the Bureau of Labor than upon more recent investiga- 
tions.* The Massachusetts Commission on the Necessaries of Life, 
which has carried its cost of liring index back to 1910, gathers material 
for the prices of food and clothing throughout the state by means of 
questionnaires, estimates the movement of rents from complaints lodged 
with it and from special studies,* and uses substantially the Conference 
Board figures for sundries. The weights given the main groups of expend- 
iture arc identical with those of the National Industrial Conference 
Board, although somewhat different systems of weighting are used within 
tlie groups,* The Bureau of Labor Statistics index indicated a somewhat 
greater increase in the cost of living throughout the War period and 
during the postwar years up to the beginning of the decline in prices in 
1929, but the difference has on the whole not been great.’ 

' For Uic reasons wliy this mny ho regarded ns a shortcoming, and for the results obtained 
when Professor P. H. Dougins attempted to modify the Bureau’s method, see pp. 61-52; 
see niso Professor Dougias’ Beal if'ogrs in the United Slata, pp. 63-CD. 

* Tile Board now coiieets statistics on rents from about 175 cities with a populaUon of 
approximately 50,000,001); on clothing from 172 hnns in eighty cities; and on fuel from 
109 dealers in sixty-lire dtics. It uses the statistics of retail food prices collected by the 
Bureau of Labor Statistics. 

’ Cf. P. H. Douglas, op. cS., p. 47, 

* The weights tor the items in the sundries group arc primarily drown from the 1001 
investigation of the Bureau of Labor, while those for clothing arc rei-iscd estimates by the 
Board of the budgets of More, Chapin, Kennedy, StrcightoIT, Cotton. Little, and others, 
most of which arc mentioned later in this volume. The weightings assigned to the vorious 
groups by the Conference Board are the average proportions spent upon these items by 
families covered in the 1001 study of Uic Bureau of Labor, the 1017 surveys by the Bureau 
of Labor Statistics of working-class families in New York end Philadelphia, and three minor 
simeys. 

* This Commission is an administrative as well os a research body, part of its duty being 
to adjust complaints about rents and housing which arc brought to it. 

‘ ilhin the groups, the weighting for food is in accordance with the 1001 proportions, 
while the items in the clothing, fuel and light, and sundries groups arc weighted according 
to the judgment of the Commission. 

*C/. P, II. Douglas, op, cil,, pp. 5Ch55. The Bureau of Labor Statistics index also 
indicated n slightly greater decline in the cost of living after 1020 than did the other two. 
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Inasmuch as we shall rely to a very considerable extent, in the chapter 
immediately following, upon the cost.of living and real wage estimates of 
Professor Paul H. Douglas, the methods of this student in attempting to 
determine the trend of living costs since 1890 should be described in a 
little detail. Professor Douglas’ estimates for the period from 1890 to 
1914 are based upon such retafl food prices as were collected by the 
Bureau of Labor, upon estimates of the most probable deviation of 
retail food prices from wholesale for those food commodities for which 
retail price records were not avaOablc, and upon estimates of the same 
deviation for commodities in other than the food group.* Each group 
has been weighted by its relative importance in total family expenditure, 
as revealed by the 1901 investigation of the Bureau of Labor.* For the 
period since 1914, Professor Douglas has worked out a modifieation of 
the Bureau of Labor Statistics index. Instead of taking the average of the 
indexes in the various cities for each major group of commodities, and 
then combining them into an index of the total cost of living by weighting 
according to their relative importance in the budgets studied for the 
country as a whole, he has secured the index for the country as a whole 
by taking the average of the indexes of the total cost of living in each of 
thirty-three cities, the index for each <aty being weighted according to the 
population of the place.’ The advantage of this method is, obviously, 

'Except fuel and ligtl, for wbioi retail price data were collected otter 1507. The 
method of estimatlag the most probable deriatioa of retail prices from wholesale prices 
for the clothing, fuel and light (between 1850 and 1907), furniture, and tobacco and spirits 
groups was to assume that these deviations were the same as those for twenty-seven food 
commodities for which both wholesale and retail prices were available, this percentage 
deriation in each of the years being applied to the wholesale indexes of commodities in the 
various groups. Pnfessor Douglas believed that the assumption that retail prices of these 
commodities followed wholesale in the same redo as did those of food and fuel and light to 
be approximately true of clothing, although ssmesriut less so of the other groups. Since it 
was impossible to obtain a close approximation of rents, these were omitted entirely from 
the cost of living index for 1899-1914. Frofessor Douglas has kindly called the attention 
of the authors to the fact that the exclusion of tents probably gives the index a slight upward 
bias for the period 1899-1914. A small Massachusetts study of rents indicates that cents 
did not rise as rapidly during this period as did prices as a whole. 

' Eighteenth Animal Bepart o/ Ih EnSed Stalei Cmmistmtr a/ Lahm (1903), pp. 869 
and 489-611. The pereentage of family expenditure for each of the main commodity 
groups, as revealed by this investigation, was as foUows: food, 43.1; clothing, 13.9; fuel 
and light, 6.7; furniture and furnishings, 3.4; liquor and tobacco, 3.0. The items therefore 
indnded only 68 per cent of all expenditures lor workingmen’s families in 1901. 

' Frofessor Douglas, upon reading the above, has called the attention of the authors 
to the tact that his coat of living index may overweight the importance of the larger cities, 
and that in a revision of the study he would divide the cities intoperhnpsfourclassesrthose 
under 109,009, those between 100,090 and 600,000, those between 600,000 and 1,000,000 
and those over 1,000,009. Within each class the rity indexes would be weighted according 
to the relative population of the cities covered, and as between these classes of cities the 
index for each class would be weighted by the total population of aU the rities in the given 
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Ihnl il Avoids the erroneous assumption that relative expenditure upon 
each of the major groups of commodities is the same in all cities. By 
tlicn Sluicing, or combining, the two indexes, a final scries was derived, 
portraying the trend of liring costs for working-class families in the 
United SUites since ISflO.* 

It probably goes wilhmit saying that practical difficulties always 
inhere in the use of cost of living index numbers and of real earnings 
indexes based upon them. The majority arc compiled and weighted upon 
the basis of the necessities and consumption habits of families— generally 
of “sl.indard” families of five members each, for reasons discussed later— 
but the majority of families do not conform to the assumed standard, 
and individuals budget their incomes differently from families.^ Also, 
the use of index numbers always brings opportunity for erroneous por- 
trayal of progress or retrogression in that price changes affect the con- 
sumption of those articles whose prices have changed most. If the 
clmngo in consumption brings no loss in physical or psychic well-being, 
however, a certain amount of the rise is counteracted. In the third 
place, changes in the utility-yielding capacity of the commodities whose 
prices enter into cost of living index numbers, consequent upon changes in 
l)olh the material and immaterial conditions of living and in the form of 
economic goods, make cost of living indexes far from perfect measure- 
ments. Ideally, some measure of the cost of such necessities as thermal 
heat units, vitamins and calorics, cubic feet of housing, and of the satis- 
factions rendered by goods other than those necessary for bare subsis- 
tence, rather than of the cost of the goods which from time to time embody 
these qualities, might be sought; but practic<ally we arc virtually forced 
to take the cost of commodities, weighting them according to the obscn’cd 
expenditure habits of wage-earning groups and revising the weighting 
from time to time as expenditure habits change. Finally, indexes of real 

■ Protc'i'or Dougins' imiw, wUicIi w shnll tttcr to frequently in the folloiring chuptcr, 
lies llic oililitionnl ndmntegc thol weights atbichcd to the various groups of commodities 
are not the same tliroiiglioul the entire period, For the period from 1800 to 1014, ns has 
already been said, the weights arc iu accordance rvith the proportions of the family income 
spent (or the various groups ot commodities by working-class families in 1001, while the 
weights for the period from 1014 on arc in accordance with the relative quantities consumed 
by the families covered by the 1018 im-estigntion ot the Bureau of Labor Statistics. The 
undesirahility of maintnioiag the same wdghts over n period of nearly forty years rests, of 
course, upon the changes in consumption habits that arc steadily taking place. Food, for 
csainple, comprised 3S.i percent of the expenditures ot ivorkingmcn’s families in 1017-1018, 
ns compored with 43.1 per cent in 1001; clothing 10.0 per cent ns contrasted with IS.O per 
cent: and shelter 1,1.0 per cent as comp.ired srith 18.0 per cent. "Cost of Living in the 
United Slates," U. S. Bureau of Labor Statistics, Bulletin SIT, p. 5, gis’cs the percentage 
spent upon the wirious main groups of expenditures. 

• Census data show that approximately 07 per cent of the adult males between twenty 
and sixty-live years ot age arc unmarried, although some ot them, of course, live srith 
families in the capacity of clucf breadwinner. 
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wage trends portray only the material progress ol the workers. They do 
not tell us how labor has fared in comparison with other economic classes, 
nor do they go beyond the material attributes of progress, Other things 
than the purchasing power of money wages enter into the question of 
whether any class is attaining a richer and fuUcr and more wholesome 
eristence, and it is impossible to plumb, with the crude “tliumb and 
finger" of statistical measurement, the depths of psychic life. Indeed, 
we arc probably no more certain today as to tlie nature of that elusive 
thing, “the good life," than were the gentle philosophers who disputed 
with Plato, But it will, nevertheless, be profoundly worth our while to 
survey the facts with respect to a matter upon which depends in large 
degree the material progress of a majority of the population— the trend 
of labor’s real remuneration. 

Measurement of Labor’s Share in Increased Production.— The 
second of the several broiid questions raised earlier pertained, it will be 
remembered, to labor’s share in the increased production. How does the 
progress of the workers— if progress has been made— compare with that 
of other economic classes? From the viewpoint of material well-being, 
it is true, the most important question is that of the trend of real earnings, 
but the absolute increase or decrease indicates little with respect to how 
the workers have fared in relation to other groups. Perhaps real wages 
have increased, but so has the total production of the industrially 
advanced countries. Has the lion’s share gone to other groups 
than labor? TVhat tests may we apply in attempting to answer this 
question? 

Since our objective is to ascertain whether the purchasing power of 
the workers’ earnings has increased as much as has the real income of 
property owners, entrepreneurs, and other groups, an obvious test would 
appear to be a comparison of real wage trends with the trend of per 
capita real income, or of per capita production. The flow of goods and 
services resulting from man’s utilization of natural forces and materials— 
the stream of finished commodities and services available for consumption 
or saving by the people— has increased fairly steadily over long periods 
of time. The increase has outrun the growth of population, with the 
consequence that much more is available for the “average person” 
than was available a few decades ago. If tlie increase in real earnings, 
assuming that there has been one, has lagged behind this increase in per 
capita real income, or per capita production, the immediate conclusion 
would be that other economic classes have’ gained more than have the 
wage earners. Were this test of how the workers have fared in relation 
to other groups to be adopted, then it would be necessary either, first, 
to ascertain the size of the national income for successive years in money 
terms, reduce it to a real per capita basis, and then compare the resulting 
index figures with those of real wages; or else, second, to attain substan- 
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linlly the same end by comparing the indexes of real wages with the 
indexes of physical productirity.* 

A comparison of the movement of real earnings with the trend of 
physical production or real national income is legitimate. For industry 
.Ts a whole, and in a general way, it shows whether wage earners have 
benefited from increased production to as great an extent as have other 
members of the community. But the comparison is only a rough-and- 
ready one, and it is subject to important qualifications. It would 

‘ A somcirhnt (Ictnilcd cipliumtioii of mrUiods ot estimating the size of the national 
income and the trend ot ptiysicnl productivity is necessary. Tlic term "national income" 
covers a variety of concepts, some of them a triiie vague and dillicult of statistical c.vprcs- 
aion. It is most geacraliy taken to mean the goods and sers’ices produced during a given 
period, with the omission of goods and services for which no price is commonly paid. 
Some students, notably Morris Copeland and W. 1. King, have attempted to include within 
the concept "realized" and “imputable” income, as discussed later in this footnote. A 
summary of the methods utilized by two or three organizations or individuals in estimating 
the size of the national income should make both the nature of the concept and the sta- 
tisticid problems involved clearer. In 1021 the National Bureau of Eeonomic Research 
published a study of the size and distribution ot the national income in the United States, 
covering the decade from 1009 to 1010. (C/. The Income in ike United States.) Two 
methods were employed by the Bureau in estimating the size of the national income: (u) 
an analysis ot sources of production, and (6) an analysis by incomes received. In analyzing 
the national income by the former method, the Bureau divided all sources of production 
into seven broad classes: agriculture, mineral production, manufacturing, transportation, 
banking, government, and an undassilicd group. Using all the data available, it estimated 
the "value product" ot each of these main lines of economic activity, the "value product" 
of an industry menning the market value added by that industry to the materials, supplies, 
and services which it obtained from other sources. It should be clear that the value product 
of a particular industry constitutes tlmt industry’s contribution to the national income, 
and that the total value products of all industries constitute the national income. Two 
methods of c.alculotiug value product were followed, lYlierc possible in view of the con- 
dition ot available statistics, the aggregate selling price of the industrj-’s output was calcu- 
lated for each year, and from this was deducted the total cost of all goods and scrv'iccs which 
the particular industry bought from other industries. MTicre the condition of the data did 
not make possible this method of estimating the wilue product, the Bureau based its estimate 
upon the division of the proceeds— total amounts paid out to employees, landlords, bond 
and mortgage holders, stockholders or partners, and the amount retained in the businesses. 
It should be patent llial the total proceeds distributed by an industry necessarily represent 
its value product, for the diacrcucc between the market value of an industry’s products 
and the rest of materials, supplies, and scmccs obtained from other sources represenU 
what the industry has available for distribution to employees, owners, bond and mortgage 
holdem, and owners ot the land which it utilizes, ns well os tor retention in the business for 
additional fivcd capital. The second method followed by the Bureau was that of com- 
puting incomes received. This analyas was made from incomc-tas returns for that portion 
of the population haring incomes sufficient to necessitate reports to the Internal Revenue 
Bureau (altowanccs, of course, being made for underreporting, nonreporting, tax exemp- 
tions, and income from nontaxablc sources), from Census data on wages and c.arnings of 
persons having incomes of less tlian $2,000 a year, from Department ot Agriculture data 
and special investigations ot farmers’ incomes made by the agricultural colleges, and from 
corporation-tax data and various Enaudal reports for the portion ot the national ■•neon,. 
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that particular line have increased at tlic same rate as general population. 
The comparison here under discussion can, therefore, only be taken as 
suggestive of whether labor os a whole has benefited as much from the 
increased output of goods and services as has the popvlaUon as a whole. 
In the second place, it is not strictly scientific to compare the trend of real 
wages with the trend of per capita real income, or per capita production, 
unless the percentage of the population working for wages and salaries 
has remained the same during the period in question. When the period 


the nntional income do not include paper profita, proGts from llie sale of capital nsscla, 
or llic value of liouacmvca' acrvicea. Dr. King's study, published in lOSO, ntlcmpls to 
estimate more accurately than theretofore the amount of income received as proflts. Dr. 
Kuzneta' method of estimating the size of the naUonal income during the depression years 
lOiWOaj. and then later for the entile period 1019-1935, was similar to that of the 
National Bureau of Economic Research. Since he was concerned in presenting a classifi- 
cation hy industrial sources and hy types of payment, he built up the estimate of income 
created in each industry ns the sum total of the component parts of its net product— wnges, 
salaries, interest, dividend payments, etc.— restricting the figures, of course, only to the 
payments n'liich were directed to individuals and not to other business establishments. 
Such an estimate of income originating in each industry by types of payment could, 
theoretically, have been arrived at in one of three ways*, (o) by studying commodities and 
scn*iccs produced; (i) by tabulating incomes received by individuals; and (c) by measuring 
the consumption and saving of individuals. Since data were available primarily on tlic 
production of commodities and services and on payments incurred in the process of such 
production, Dr. Kuznets for the most part followed the first method, supplementing by the 
second whenever the need arose. The procedure was thus similar to that followed by 
the National Bureau of Economic Research, czeept that n more detailed breakdown was 
made possible by the additional data available in recent years. The Brookings Institution 
study, utilized in Chap. 3 of this volume, used the term "income" in somewhat dilferent 
senses, since these dilferent senses were essential in view of the several purposes of tlie 
study. IVhcrc the purpose in hand was that of measuring the expansion of the national 
income over a period of years in rclaUon to production, income from the use ol dumbic 
consumer goods and from inilntionaiy profits and "capital gains” was not included, but 
attention was focused upon Uic income produced annually ns the truest measure of eco- 
nomic progrc.ss. lYlicro, however, the concern was primarily with the realized monetary 
income of individuals, account was taken of income from sources other than current pro- 
duction, including inflationary profi'a. The reports issued in 1935, 1930, and 1937, based 
upon the study of Robert R. Nethon, Chief of Income Section, Division of Economic 
Research, Bureau of Foreign and Domestic Commerce, followed in large part the methods 
of Dr. Kuznets, the departures being cliiefiy in sources of information rather than in con- 
cepts and methods. The scope of the estimates presented was largely limited to those eco- 
nomic .scn'iccs wliich enter into the market place in our economy, this limited scope leading 
to the exclusion of scrs-iccs ol housewives and other members of the family in the home, and 
scmccs of durable goods owned and possessed for personal use such ns dwellings, furniture, 
and nutomohiles. Other payments not counted because of dlBicidtics of neenmte estima- 
tion, because ol duplication, or because no services arc rendered or the services rendered are 
not considered as economic or productive, included earnings from odd jobs, changes in the 
value ol assets, direct relief and charily, and earnings from illegal pursuits. Work-relief 
wages, which bulked large during the years 1933-1937, were included on the presumption 
that the workers had performed an economic service, that the results were economically 
beneficial, and that wages were roughly in accordance srilh the value of the services 
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covered is one of rapid transformation from agrarian and self-employed to 
modem industrial economy, with consequent increase in the proportion 
of the population coming within the category of “employed persons,” 
it is more accurate to compare real wages with average output per wage 
earner or average output per employed worker.' In the third place, it 
should be remembered that failure of real earnings to keep pace with 
physical product— if such failure has occurred— does not, in itself, throw 
light upon the question of what groups or classes have benefited more 
than labor; it merely indicates that some elements of the population have 
received more of the increased output of industry. In the fom’th place, 
and perhaps of greater importance as a theoretical caution, no comparison 


rendered. Dr. Nathan called attention to two facts peculiar to the depression period 
which may have resulted in an underestimate of the national income: the increase in odd 
jobs and the probable expansion in the home of services formerly purchased in the market. 

The process of constructing an index of physirail production is substantially as follows: 
As many continuous series as possible are assembled, showing the physical production in 
terms of dissimilar units— tons of steel, units of transportation service, etc. Each series 
must then be weighted, in order to exercise upon the final index number an influence pro- 
portionate to its importance. Then the production of each commodity for each year must 
be multiplied by the weight assigned it, the aggregates for each year added to obtain the 
general production aggregate for that year, and the aggregates translated into relatives 
to the same base year. Probably the most frequently used method of weighting is that of 
multiplying the units of each commodity produced by the value added by the particular 
process of which it is a part. Several indexes of physical production have been computed 
in recent years, among which are those of E. E. Day (“An Index of the Physical Volume 
of Production,” Review 0 / Eeemmic Statistics, September-December, 1920, and “Measure- 
ment of Variation in the Real National Income,” Jcumal (if American Statistical Associa- 
tion, March, 1921, pp. 652-669); of W. IV. Stewart (“An Index Number of Production,” 
American Economic Review, March, 1921, pp. 67-70); of E. E. Day and Woodlief Thomas 
(“The Growth of Manufactures,” Census Monograph 7111, 1928); of N. A. Tolies and P. H. 
Douglas ["An Index of British Industrial Production,” Jovmal 0 / Political Economy, vol. 
38 (1930), pp. 1-29], and of F. C. Mills (Economic Tendencies in the United States). The 
significance of both index figures of physical production and of studies of real national 
income is the same for our purposes; an ascertaining of the extent to which the people of 
any nation are able to consume or save more or less, in order that we may compare this 
extent of progress or retrogression of the people as a whole with the increased or decreased 
amount of goods and services which the workers’ money wages have enabled them to buy 
as a means of measuring their progress relative to that of other economic groups. Ordi- 
narily the method of calculating the money income of the country for a series of years and 
then reducing this money income to a pec capita real basis probably affords a more satis- 
factory basis for comparison with the trend of real wages than does an index of physical 
production, because the latter, for practical reasons, generally involves the seleetion of a 
more limited number of commodities. Also, all indexes of phyrical production are some- 
what defective in that they do not measure changes in the degree of fabrication which may 
have occurred during the period studied. Indexes based upon units of product turned 
out do not measure changes in the quality, and hence in the utility-yielding capacities, of 
the product. 

' The lattw category including, of course, both wage earners and the clerical and office 
force. 
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of real wage trends with the trend of physical production tells us whether 
the workers have been “exploited” in the technical sense of being paid 
less than the value of their semccs to industrj’.* Workers arc paid, not 
according to physical output, but according to their value to the employer; 
and anything affecting either the exchange value of the products they 
aid in producing or the relative supply of and demand for labor and the 
other factors of production influences the worth of (I’.c., the exchange 
value contrihuted by) labor.- When the comparison is made for industry 
as a whole, the fact that anything affecting the relative exchange value 
of the several factors of production will change the amount the workers 
will receive it they arc paid the exact equivalence of their contribution 
to value product must be taken into account; and when the comparison 
is made for a particular industry, there is the additional consideration of 
cliangcs in the price of that industry’s goods as against the prices of 
goods in general. Finally, a word of caution should be entered with 
respect to ethical generalizations based upon labor’s share in increased 
production. The entire content of the term “labor’s fair share” goes 
back to some standard in one’s own mind, and neither a lag of real wages 
behind physical or value product nor an increase at a more rapid rate 
indicates that absolute justice (if, indeed, there is such a thing as absolute 
justice) has been thwarted or realized. 

' Obvious ns Ibis point may seem to bo, there bus been n surprising amount of loose 
tiunliing about it. Some miters have renehed the amazing conclusion that the validity 
ot the marginal productivity theory of distribution is disproved by the failure of real earn- 
ings to keep pace nilh the increase in physical product. The assumption that, if the theory 
is valid, real troges should increase ns rapidly ns physical product rests upon a grave mis- 
understanding ot the productivity theory. TYliat the theory predicates is that labor and 
capital will each receive (1) the amount added to the product by nny one unit of the factor 
in question, (2) multiplied by the number of units of each factor, and (3) that the sum of 
the products thus nttributed to the tiro factors must exhaust the total product minus nny 
deductions for economic rent. There is no implication in the theory that the ratio of tvngcs 
and property returns must remain the s.ime; ns a matter of fact, since the forces nlfecting 
the relative exchange value of labor and the other foctors of production arc never static 
but aitvnys chnnpng. the normal expectation upon productivity theoiy grounds srould 
be that real wages and physical productirity would not exactly keep pace with each other. 

’ It may not be gratmtous to call attention to the fact that nn increase in physical 
productmty may have the effect of decreasing the fund of value from which workers arc 
paid. If the desires of consumers reranin virtually the s.-imc, nn increase in output in a 
particular industry will cause the unit value to decline, since the commodity has become 
more plentiful relative to other commodities. BTicther tlic decline in unit value will 
he sufficient to offset the tendency toward nn expansion ot the fund of value from which 
workers arc paid, consequent upon the increase in the number ot units produced and pre- 
sumably sold, is a question of clastidty of demand for the product in question. For exam- 
ple, if nn industry were to turn out twice ns many physical units per worker, hut each unit 
was able to command in exchange only half ns many other commodities as it had formerly 
commanded (if. in technical jargon, elasticity of demand equaled unity), the total exchange 
value of the industry's goods would he the same ns bcfoie, and there would he no greater 
fund ot value from which the workers could he reimbursed. 
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The shortcomings ol the test jnst discussed suggest the desirability 
of a second comparison; that of real earnings witli value product per 
employee. By multiplying the total relative physical product for an 
industry or group of industries by the ratio of the price index of this group 
of commodities to the general price indc.x, and then dividing the resulting 
relative total value product by the relative number of employees, a more 
accurate portrayal of the increase or decrease in the fund of value from 
which each worker can be remunerated is obtainable.' But this test, like 
the previous one, is subject to qualification. Since an increase or decrease 
in the e.xchangc value of a particular industry’s products is, ipo fade, a 
decrease or increase respectively in the exchange value ol the products of 
other industries (and therefore in the fund ol value from which workers 
in these other industries can he remunerated), the comparison must be 
confined to the real earnings and the value product per employee of a 
particular industry or group of industries. In the second place, it would 
be fallacious to assume that an application of this test reveals whether 
workers have been compensated in accordance with the value of tlieir 
productive contributions. “Value product per employee” is merely a 
convenient way of expressing the exchange value of an industry’s output 
in relation to the number of employees, not an indication of whether a 
given increase in value product has been imputable to labor or to tlie 
other factors of production. An increase in the capital factor relative 
to labor in a given industry would— to lake only one of several possible 
examples— tend to alter the relative exchange value ol each unit of labor 
and of capital, and therefore the labor and capital returns, even though 
value product per employee might remain the same. In the third place, 
and for the same reasons that were set forth in the preceding paragraph, 
the comparison affords no basis for ethical generalisations. In the fourth 
place, a comparison of real carnmgs with value product per employee is 
likely to be misleading in that industries are made responsible for cost 
movements over which they may have little or no control.* An increase 
in the amounts absorbed by jobbers, advertisers, wholesalers, and other 
distribution functionaries, for example, would cause living costs to rise 
more rapidly than manufacturing costs, and therefore a decline or less 
rapid rise in real earnings; but any resulting failure of real earnings to 

^ For more detailed discussion of this test and its application to several brsDcbes of iadus* 
try, see P. H. Douglas, op. cit, pp. t24-{37. In computing value product per employee 
in manufacturing, for example, Professor Douglas divided the wbolcsalc price indexes since 
1899 for various manufactured commodities by tbc al|.commodity wholesale Index of tbe 
Bureau of Labor Statistics, and multiplied tbe resulting raUo of exchange value for each 
year by the indexes of physical production for manufacturing, thus ascertaining total value 
product. Value product per employee was then ascertained by dividing relative total 
value product by the relative number of employees. 

’ For a fuller discussion of this shortcoming of tbe test and of the final defect mentioned 
in this paragraph, see P, H. Douglas, iUf., pp. 837-989. 
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keep puce with value product per employee in manufacturing would be 
allribulable to changes in the marketing structure rather than to the 
fact that manufacturing enterprises were paying their workers a smaller 
proportion of the value created by that industry. Finally, the compari- 
son here under discussion is defective in that the exchange value of an 
industry’s products includes not only tlie value added by that industry 
but also the value created prior to the process in question. To take 
manufacturing as our c.xamplc again: the prices of manufactured articles 
include both the prices of raw materials and those of the fabricating 
services, and an increase in the prices of manufactured goods (and there- 
fore in their total exchange value and in value product per employee) 
exactly proportionate to the rise in the prices manufacturers were having 
to pay for their raw materials would not, in fact, indicate capacity to 
pay the workers higher wages. The comparison of relative real earnings 
with relative value product per employee, while it is more refined and 
meaningful as applied to a particular industry than the first test we have 
discussed, and will be utilized in a following chapter, is nevertheless 
subject to shortcomings and qualifications that must constantly be kept 
in mind. 

A third test of how well the workers have fared in relation to other 
economic classes may be suggested: the proportion of the total value 
created by each line of economic activity, or by all lines of economic 
activity, going in the form of wages and salaries. As applied to the whole 
of industry, this test resolves itself into the proportion of the total national 
income going in the form of wages and salaries, while, as applied to a given 
industry, it means the proportion of the value added by that industry 
to the goods and services obtained from other sources which is distributed 
in the form of wages and salaries. It is obvious that when this test is 
applied, account must be taken of changes in the percentage of the popula- 
tion working for wages and salaries, and that the test can indicate only 
the proportion of the national income or of the income of [i.e., the value 
created by) a partieular industry going to hired labor— not the total 
“service share” of the national income. 

Finally, the progress of the workers may be viewed from a somewhat 
different angle. Have their real c.imings apparently approximated, over 
periods of time, their production of exchange value? Neoclassical 
economic theory predicates, in substance, an equivalence between the 
rcw.nrd of each factor of production and the contribution of that f.nctor 
in the creation of exchange value. Is it possible — given reasonably 
accurate measures of changes in the quantities of labor and capital that 
have t.'ikcn place (and allowing for qualitative changes in these factors), 
together with data on the trend of physical production — to measure the 
proportionate productive influence of labor and of capital, and to compare 
the produetivity imputable to each nith its reward? IMicn this fourth 
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of the tests is applied, we shall, of coarse, be ranging beyond a narrow 
conception of the issues raised by the second of our general questions— 
how have the workers fared in relation to other economic classes?— and 
into the issues raised by both the third and fifth mmn questions; Why 
have real wages increased, why have they borne the relationship they 
have to the remuneration of other economic groups, and what in general 
are the forces determining distribution in our system of quasicompetitive 
capitalism? In other words, an examination of the trend of labor’s 
productivity (the value contributed by labor, not value product per 
worker in the already discussed sense of total value divided by the number 
of workers) will inevitably lead us into a search for the causes of this 
trend. It should also lead us into critical apprmsal of both the assump- 
tions underlying ortliodox wage theory and the assumptions underlying 
any attempt to measure the productive contributions of labor and capital. 

Measurement of Living Standards.— A fourth main question was 
raised earlier: To what extent have real earnings been, and to what extent 
are they, adequate to maintain sodally desirable standards of living? 
Even though the real income of the workers may have increased sub- 
stantially prior to the beginning of the great depression, it is possible 
that still further increases were necessary to make possible the mam- 
tenance of livelihoods consistent with decency and self-respect. To what 
extent have the wage earners and their families been able to purchase 
some of the satisfactions of life as well as the bare necessities ? What pro- 
portion of the workers have received wages so low that they havenot been 
able “to live’’ without the aid of charity or without the gradual physical 
and moral deterioration tliat results in premature loss of earning power? 

But these questions, like the others we have raised, only suggest the 
necessity of more definite formulation and of mastery of certain methods 
whereby quantitative measurements can be applied. Just what is a 
“socially desirable” standard of living? What minimum quantum of 
goods and services shall we set up as the amount people ouglii to have? 
It is comparatively easy to apply the monetary cost of particular stand- 
ards, worked out in budgetary form, to the wage data for given years, and 



attainment of these particular standards. When we come to decide 
what standard shall be considered “adequate,” however, we find om^ 
selves in a realm where there are few absolutes upon which to base the 
decision. Closely related to the question of the nature of a “socially 
desirable” standard of living is another: Whse earnings should be ade- 
quate to maintain the accepted standard? Can we accept the assump- 
tion, rather frequently made in the past, that every adult male wage 
earner should receive enough to support in decency a family of five ? This 
“standard family” assumption, based upon the tact that the average 
American family formerly approximated five members and the assump- 
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lion llinl (in average of llirce cIiiMrcn per family must be bom in order 
lo insure pcrpeltialion of llie race with a slight increase in numbers, is 
subject to several serious criticisms. Many wage earners have fewer 
than four dependenUi, wliilc some have more; even though the rearing of 
three children per family may be necessary for race perpetuation and the 
average family may therefore expect to go through a period when the 
chief breadwinner has three children dependent upon him, only a minority 
of the families have three dependent minors at any given time; it is ques- 
tionable whether even at its peak in 1927 or 1928 our national income was 
.sufficient, after allowance has been made for the payment of necessary 
diflcrcntial wages ."ibove a basic minimum and for necessary payments to 
land, capital, and management, to pay every adult male wage earner 
enough to support himself and four other persons above the subsistence 
level. Yet an abandonment of the standard family assumption makes 
necessary a resort to more refined methods. How can we measure tlie 
needs of nonstandard families? As a matter of social policy, rather than 
of quantitative measurement, should not some plan— equalization funds, 
government supplements, or something else— be worked out whereby the 
compensation of the workers would vaiy in accordance with varjnng 
needs? What standard of adequacy can be applied in the case of women 
workers, who typically do not have the dependents adult males must 
support and who often, by living with their families, profit by joint costs 
in household maintenance? All these questions must be taken into 
account before one may justifiably indulge in the luxury of large generali- 
zations about the adequacy or social desirability of the standards of 
living the workers have been able to maintain. 

We have been using an undefined terra; a few words ns to its possible 
content will not bo irrelevant. Like the majority of cuphoneous phrases 
in popular circulation, the standard of Imng has meant different things 
lo dilTcrcnt people. Perhaps, indeed, one explanation of its popularity 
is lo be found in the numerous denotations that may be attached to 
it. To some, the standard of liring implies simply a generalized statement 
of observed conditions— a description, the report of a survey that has 
been made, a purely objective and matter-of-fact thing. A second sense 
in which the term is sometimes used is that of a norm of desirability or a 
practical recommendation. What "ought” people lo have? ^licn 
employed in this sense, the term always carries with it the projection of 
some preconceived notion of one’s own about other people's modes and 
codes of living, but a description of the observed is alw.iys more meaning- 
ful if correlated with some measuring slick of social desirability. A third 
way of looking at the term may be suggested: in what might be called the 
“ideal” or "aspirational” sense.* When the phrase is used in this man- 

• For llie .'iiibUancc of this dnssilicali’on of tenn iragcs. lire niilcrs ore indclitcd lo 
conwrraUons vrilli, ond llie slimulnling Icclurcs of, llie lote James A. Field. 
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ner, its meaning is entirely subjective; it denotes some aim of the indi- 
vidual, something toward which he is striving, that influences his behavior 
in social and economic life. In this ideal or aspirational sense the stand- 
ard of living is no very definite thing; for the individual it may range 
from a college education for his children to all kinds of fantastic personal 
aspirations. To the ejctent, however, that motives, plans, ideals, and 
aspirations influence the individual’s behavior in economic life, they may 
be regarded as elements of his standard of living. Still a fourth way of 
looking at the term is in its relation to the increase of population. Pro- 
fessor Ely^ regards the standard of living as “the amount of necessaries, 
comforts, and luxuries which a man places ahead of marriage and 
family,” and Professor Carver* uses the term in substantially the same 
sense. This definition, while criticized as throwing too great emphasis 
upon a single relationship of life, has the advantage of suggesting the 
important causal connection between the standard an individual con- 
siders necessary for his existence and the increase of population. As a 
variant of this last usage of the term, the standard of living is sometimes 
regarded as “the quantum of goods and serviees which an individual 
considers necessary for decent existence.”* In this sense it is, of course, 
an essentially progressive thing, conditioned by the social environment 
in which the individual lives. Never before in human history have difier- 
ent social classes had so many phases of life in common as they have in 
this age of cheap newspapers, radio communication, movies, advertising 
appeals, and rapid transportation, and an awakening of the emulative 
and invidious wants on the part of submerged economic classes— an 
enlargement of the quantum of goods and services they consider necessary 
for their existence— has been inevitable. 

No single definition is entirely satisfactory for our immediate pur- 
poses. Our primary concern is in ascertaining the kind of livelihoods 
workmg-class families have been able to maintain, but inextricably 
interwoven with this objective is the question of where we shall draw the 
line of demarcation between “adequate” and “inadequate” living 
levels. It will be necessary, first, to set up some norm of adequacy, 
to decide upon some level of mmimum social desirability— arbitrary as 
such a procedure necessarily must be— «nd, second, to compare its 
monetary cost for various years with the evidence bearing upon earnings 
and family incomes. , 

Many attempts to formulate working-class budgets, or, to describe 
various standards of living, have been made in the last forty years, and 

‘ Cf, R. T. Ely, Outlines (jf Economics (1917 ed.), p. 43S. Professor Ely has modified 
his definition somewhat since the original edition of Outlines appeared, years ago, but the 
substanee for our present purposes is the same. 

* T. N. Carver, Elementary Economics (1920), Chaps, 29 and SO. 

’ Cf. Dorothy Douglas, in Douglas, Hitchcoek, and Atkins, The Worker in Modem 
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during ftc rapid rise of prices following the outbreak of the European 
War, and then again during the depression of the 1930’s, when the 
federal government engaged in extensive relief work, the practical 
importance of such ellorts became generally recognized. With the 
failure of important groups of workers to maintain progressively advanc- 
ing standards of living (in some c.iscs, indeed, failure to maintain the 
former standard of living) during the W'ar price rise, the decreasing 
purchasing power of the dollar became an important cause of social 
unrest, ,md government adjustment of labor disputes through the W'ar 
Labor Board, the Emergency Fleet Corporation, and other agencies giive 
impetus to the movement to determine scientifically the quantity of 
goods and services necessary to maintain decent livelihood. The exten- 
sive emergency relief work of the federal government during tlie depres- 
sion of the 1930's — wlicn at one time there were more than 5,000,000 relief 
cases and upward of 20,000,000 persons dependent upon direct relief or 
relief work— made even more imperative than had the W'ar conditions the 
working out of scientific budgets.* For the purpose of having at our 
command certain tools or measuring-sticks to be applied in ascertaining 
how tlie wage earners .ns a whole have been living, we m.ay generalize upon 
these budgetary studies .and make the following broad classification of 
family standards, reserving for later discussion the question of variation 
in the size of families.” 

1. The Foterty Icpc/.— The term poverty, as popularly used, is a 
purely relative thing. “We .are so poverty-stricken that we cannot 
allord a new ear this year.” In the technical usage we employ here, 
however, it indicates a distinct state of submergence — a level at which 
family income, even though expended with ordinary prudence, is insulE- 
cicnl for physical upkeep. The earmarks of poverty arc always apparent : 
underiiourishracnt, overcrowding, deterioration of household equipment 
and clothing, liability to acute di.stre.ss with any minor disturbance of the 
daily equilibrium. Sickness or other emergencies increasing expenditure 
almost invariably throw families living at this level upon charitable 
relief. During the postwar period of relatively st.able prices, from 1922 
to 1929, between ?1,030 and $1,250 would have been necessary in the 
larger iVmcrican cities to bring a standard family just above the poverty 

• .tmons llic fet builpclnry studies of recent date arc those of tlie United States Burenn 
of I j\bor Statistics, oriRinally made in lOlS and revised in IBS 1 and 1S3S, the riiilndclphia 
Bureau of Municipal Re.sc.areh, the Chicago Council of Social Agencies, the Nntional Indus- 
trial Conference Board, and those done for the FER.V and the various local relief agencies. 
Numerous private ins-cstigators have also worked out budgets, some for standard families 
and some so constructed as to make allosenncc for diOcrenccs in family composition. Sev- 
eral of the.se budgets of incfividual im-c.stigators nre alluded to and described briclly in 
Ciiap. S, 

’ A presentation nnd more detailed discussion of substantially the same broad classifica- 
tion of standards is to be found in Douglas, nitchcock, and .\lkins, op, cit,, pp. 28J-8S7. 
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level, and between $825 and $1,025 would have been necessary in 1936 
and 1937.' 

2. The Minimum of Suhmtmce This is the standard that 
can be maintained when family income is sufficient for physical and 
material upkeep but is insufficient for either major emergencies or any 
social pleasures costing money. If anything is spent for the latter pur- 
poses— and major emergencies, are, of course, inewtable— the cost must 
be met by a curtailment of consumption of basic necessities.^ In prac- 
tice families living at this level do enjoy a few social pleasures and sum- 
mon a physician in the case of critical illness, with the result that they are 
often found to be living under insanitary conditions, frequently they are 
undernourished, and almost always they are overcrowded. As an average 
for the larger cities of the United States, an income of between $1,250 
and $1,450 was necessary to support a family at just above this level 
during the 1922-1929 period, and in 1936 and 1937 between $1,025 and 
$1,225 was required. Budgetary studies reveal that the typical appro- 
tionment of expenditure for families living at this level is approximately 

' It probably is unnecessary to say that these monetary costs, as given, are only rough 
estimates. The 1936 and 1937 estimates are based upon the assumption that the cost of 
living then vas about 20 per cent lower than it had been during the middle 1920’s. As is 
generally known, the cost of living remained relatively stable during that decade, and was 
about 7£ per cent higher than in 1913, although considerably lower than at the peak of the 
War price cycle in 1920. In 1929, the cost of living began to decline, and this movement 
did not reverse itself until 1933. Living costs were still substantially lower in 1936, how- 
ever, than they bad been in 1929. The Bureau of Labor Statistics’ cost of living index 
numbers (1913 = 100) for the period since the beginning of the depression have been as 
follows; December, 1929, 173.7; December, 1930, 103.6; December, 1981, 148.4; December, 
1932, 133.S; December, 1933, 134.6; November,' 1934, 137.8; October, 1935, 140,7; January, 
1936, 141.7. Between Jan. 15, 1936, and Dec. 15, 1936, the Bureau’s cost of living index 
rose by less than 2 per cent. On June 15, 1937, living costs were 3,1 per cent higher than on 
June 15, 1936, and 135 per cent higher than at the low point in June, 1938, However, 
living costs on June 15, 1937, were still 15.2 per cent lower than in December, 1929 [Monthly 
Labor Renew, vol. 45 (September, 1937), pp. 676-682], 

* The description given by B. Seebohm Rowntree in Poverty, A Study of Tom Life, 
pp. 133-134, of his “secondary ’’ poverty level, which approximates whet we are here calling 
the minimum of subsistence level, may give a more vivid picture of what it means to live 
at this standard. “ A family living upon the scale allowed for in this estimate must never 
spend a penny on railway fare or omnibus. They must never go into the country unless 
they walk. They must never purchase a half-penny newspaper or spend a penny to buy a 
ticket for a popular concert. They must write no letters to absent children, for they cannot 
afford to pay the postage. They most never contribute anything to their church or chapel, 
or give any help to a neighbor which costs them money. They cannot save, nor can they 
join a sick club or trade union, because they cannot pay the necessary subscriptions. The 
children must have no pocket money for dolls, marbles, or sweets. . , . The mother must 
never buy any pretty clothes for herself or for her children. , . . Should a child fall ill, it 
must be attended by the parish doctor; should it die, it must be buried by the par- 
ish. Finally, the wage earner must never be absent from his work for a single day. If 
any of these conditions are broken, the extra expenditure is met, and can only be net, by 
limiting the diet; or, in other words, by sacrificing physical efficiency.’’ (Macmiilan & Co., 
Ltd., London.) 
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ns follows: food, 40 per cent; clotKng, 18 per cent; housing, 19 per cent; 
fuel and light, G per cent; nnd sundries, 17 per cent. 

8. The Minmum EeaUh and Decency {or Svhsistencc Phis) Lcrcl.— 
Families living at this level have the income needed not only for physio- 
lopcnl existence, but also for some elementary social necessities. Medical 
attention, carfare, insurance, a modicum of recreation, clothing com- 
patible with self-respect as well as sufficient to provide bodily protection, 
an elementary education for the children, and some self-improvement 
requiring expenditure can be had without the necessity of “taking it out" 
of food. The level is, however, far from what contemporary thinking 
would regard as "liberal.” Although model budgets for families living 
at this level allow approximately one-fifth of the income for sundries, this 
category includes everything except the basic necessities of food, housing, 
clothing, and fuel and light; and unless the family purchases these necessi- 
ties upon a scientifically worked out plan, the amount available for 
sundries must be materially reduced. Between $1,450 and $1,800 would 
have been necessary to support a standard family at this level in 1922- 
1929, and between $1,225 and $1,500 in 1936 nnd 1937. The typical 
apportionment of income for families living at this level is probably 
about as follows: food, 35 per cent; clothing, 18 per cent; housing, 20 per 
cent; fuel and light, 5 per cent; sundries, 22 per cent. 

4. The Comfort icccl.— This standard of life has been attained as 
yet by only a minority of the American wage-earning families, and by 
still fewer in other countries. “It represents the attainment of the 
highest class of wage earners and the cynosure of the rest.” At the 
comfort level a family is able to live in a decent house or apartment, 
modestly equipped and decorated; it has reasonably adequate funds 
available for such items as insurance, education, vacations, health main- 
tenance, nnd amusements; something less than 30 per cent of total income 
is generally spent for food, although in absolute figures about 10 per cent 
more than is spent by families living at the subsistence-plus level; and 
nearly 30 per cent of the family income may be spent for sundries. At 
1922-1929 prices, the total cost of maintaining the comfort standard in 
American cities was certainly not less than $1,800, nnd in the majority 
of places probably more nearly $2,250, nnd in 1930 and 1937 not less than 
$1,500, and in most places more nearly $1,850. The typical apportion- 
ment of income is: food, 29 per cent; clothing, 18 per cent; housing, 20 
per cent; fuel and light, 0 per cent; sundries, 28 per cent.* 

> Oac characteristic ot income npporUonmenl, it mil be noted, is that the percentage 
Il«nt upon food is less for Uie high-incomc groups than (or those living at the lower levels 
whilc|hepercentagccipendedonsundriesisgrealcr. Practically all American and English 
twentieth-eentuiy studies substantiate these two "laws” formulated bj- Engel in ninc- 
leenth^nturj- Germaiu-. The laws slated by Engel were framed (or differences in income 
at he same moment of time, but it is likely that thej- also hold good for changes in income 
as between periods ot Umc. For instance, the 1901 study of the United Stales Bureau of 
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Which of these levels shall we take as our standard of “adequacy?” 
While the decision must, in the last analysis, be a somewhat arbitrary 
one, it is of real importance in our studyj the extent of “inadequate” 
earnings indicated will be much greater if we compare the incomes workers 
have received with the cost of the comfort budget than it will be if we 
compare them with the cost of the bare subsistence level. 

The budgets of minimum social desirability which virtually all |he 
earlier students attempted to describe conform rather closely to what we 
have denominated the minimum health and decency, or suhskience-phs, 
level. Families living at the bare subsistence level— overcrowded, unable 
to carry insurance, forced to “take out” of food the cost of any major 
emergencies or social pleasures neecssiting expenditure— arc not main- 
taining livelihoods that socially minded citizens would consider “ade- 

Labor, referred to earlier in this cbnptcr, showed that the 11, ISC “normal” families eovered 
expended 43.1 per eent of their incomes for food, while the 1018 survey of the United States 
Bureau of Labor Statistics, covering 12,090 families, showed that food formed but 38.2 per 
cent of total family c.xpcnditurcs. Each invesUgntion showed, also, that the percentage of 
income expended for food was greater for the low-income groups of the two respective years 
than for the other groups. It is likely that the smollcr percentage expended for food in 
1918 was a result of improvement in the standard of living resulting from higher real earn- 
ings. There arc, as Professor Dougins has pointed out (Real If'ajcs in the United States, 
pp. 404-408), tlirce other possible explanations for the smaller percentage wage-earning 
families seem to have been spending for food in late years: the possibility that food prices 
had risen more slowly than other prices, a lack of comparability between the families 
studied in 1001 and those covered by the 1018 investigation, and the possibility that the 
greater percentage spent on food in 1001 than in 1918 was caused by the presence of more 
persons in the average family studied in the former year than were included in the families 
of 1018. But none of these explanations is substantiated by the facts. Food prices really 
rose more rapidly between 1901 and 1918 than did other prices, nnd such influence ns rela- 
tive changes in prices exercised, then, must have been in the direction of increasing the 
percentage spent on food. Careful examination of the two budgetary studies indicates 
that tliey were not incomparable to an extent invalidating the conclusion that the rising 
standard of living was responsible for the smaller amount spent on food in the latter year. 
Also, the families studied in 1901 were not, on the average, larger than those covered in 
1018. The resulting conclusion, therefore, is that the change in the percentage of income 
spent for food is, in a rough way, a measure of improvement in the standard of living. An 
interesting attempt to determine quantitatively what light changes in family budgets over 
periods of time throw upon the probable increase has been made by Professor P. H. Douglas 
(Hid., pp. 498-503), who has sought to ascertain by what fraction of a per cent the relative 
importance of food will decrease with each increase of 1 per cent in real income. Two 
methods were used by Professor Dougins: (1) to measure what would have been the neces- 
sary increase in income in 1901 to those families who spent 43.1 per cent of their budget on 
food in order that this percentage might be reduced to 38.2, or the average for 1918; (2) to 
measure what would have been the necessary increase in 1918 to have raised the incomes of 
those who then spent 43.1 per cent of their money on food to a point where they would have 
spent only 38.2 per cent. While this method of budgetary analysis, as Professor Douglas 
was careful to point out, cannot be relied upon to determine with precision what increase 
in real income has taken place, it furnishes a useful check upon any increases shown by 
comparative analysis of earnings nnd cost of living. 
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quntc.” On llic other bund, students formulating standards of adequacy 
have usually not taken the comfort level as the minimum, because as a 
practical matter it has not seemed within the realm of immediate attain- 
ment for the great mass of the workers. While it may be assumed that 
we would all like to see the wage earners enjoy the modest comforts 
allowed for by this fourUi standard, it is better to err in the direction of 
conservatism rather than of exaggeration when we come, in Chap. V, to 
a survey of the material bearing upon the adequacy of earnings, and 
probably what we have called the ninimim health and decency level would 
best be taken as our criterion of the minimum socially desirable standard 
of living. We arc also justified in assuming that where wage-earning 
families arc of the conventionally assumed size, the income ncccssaiy to 
maintain this standard should come from the chief breadwinner. When 
the wife and young children are under the necessity of contributing to 
family income, there ensue the anlasocial consequences of demoralization 
of family life, insufficient care for the adolescent, failure of the children 
to receive proper education, and a constant danger that the family will 
be compelled to retrench upon its standard when one of the members is 
unable to find employment. 

There still remains, however, the problem of variations in the size 
and composition of families. The great majority, as has already been 
said, do not fall within the “standard” category; some include more than 
three dependent children, and many include fewer.* By what methods 
may we measure the needs of nonstandard families? As a matter of 
social desirability, rather than of method of analysis, should not some 
plan be instituted whereby remuneration to labor would vary in accord- 
ance with needs? What standards of adequacy can be applied in the 

' Census figures sliow that npproxlmntclx Z7 per cent of tbe males in the United States 
between tbe ages of Iwcnt}' and sisty-fire are unmarried. Many of tbe unmarried men, of 
course, support aged parents or other dependents, but as a class tbeir needs arc much Icfis 
than those of married workers. The average family, according to the Fifteenth (1030) 
Census, consists of npprosimatcly 4.1 persons, not of five. Studies of family composition 
indicate that families including three members nnd those with more make up approximately 
onc-tbird of the total, each group constituting about 10 per cent of nil families. (C/. P. H. 
Doug1a.s, B'ojrj ami the Family.) The last census in England nnd Wales shows that only 
about 0 per cent of the populatiou are merabera of families of five, the rest being .single 
persons or members of larger or smaller families. Professor Dougins has found that data 
for rrance, Belgium, India, Great Britain, nnd the United States show that in none of these 
countries docs the number of families svilh three dependent children exceed 20 per cent of 
the total number of families cos'crcd by the statistics. (Qiiorirr/yPiiifiralfon o/ Ihc Ameri- 
eon Slalitlteal Afgociatiottf September, 1024, pp. 314-328.) In England and Wales, accord- 
ing to the 1021 Census, 20.0 per cent of nil adult males twenty years of age and over were 
unmarried. Of tlie married men, 43 per cent were without children or did not furnish 
information; 23 per cent had one child; 15 per cent had two children; 0 per cent had three 
children; and 10 per cent hod tour or more children (J. II. Richardson, .4 Slmly on t/ie 
B'ojr, p, 103). 
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case of women workers, to whom the four budgets described are obviously 
not applicable? 

Two methods of measuring the needs of nonstandard families may be 
described briefly. Messrs. King and Sydenstricker of the United States 
Public Health Service,^ on the basis of a study of the actual consumption 
and expenditures of a large number of families in South Carolina cotton- 
mill villages, have worked out a comparative scale of costs of food con- 
sumed by men and women of varying ages (denominated the fammain 
scale, a contraction of “food for adult maintenance”) and a similar scale 
(denominated the ammain scale, a contraction of “adult male main- 
tenance”) inclusive of costs other than food. By expressing the needs 
of an adult male twenty-five years of age as 1, and the needs of men and 
women of other ages as relatives to this figure, a scale was derived which 
can be applied to families of different composition. For persons living 
at about the subsistence level, the ammain scale is as follows:® 


Age 

Hale 

Female 

Age 

Male 

Female 

1 


.24 

20 

.98 

.78 

3 


.81 

26 

1.00 

.70 

6 


.86 

30 

.97 

.78 

7 


.40 

86 

.96 

.76 

9 

.H 

.43 

40 

.93 

.74 

11 

.60 

.48 

46 

.92 

.72 

18 

.69 

.66 

60 

.89 

.69 

16 

.74 

.66 

80 

.81 

.66 


Thus a standard family of five would probably total somewhat as 
follows: 


PeraoD 

Age 

Relative uita 
of coaU 


40 

.98 


S5 

.76 


18 

.69 


7 

.40 


8 

.81 

Total units of cost 

1 

2.99 


By a computation of the number of ammains represented by ^ven 
nonstandard families, and a comparison of the figure with the standard 

* Quoted in Douglas, Hitchcock, and Atkins, op. cih, p. 289. 

* This scale, as we have said, was worked out in terms of a subsistence standard of 
living. It is probable that relative total costs for women would be considerably higher in 
families above the subsistence group. 
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family number (2.09 or 3), it is pos.sible to approximate with some degree 
of aecuracy the expense of maintaining families of differing siacs.' The 
study of some 2,000 families summarized in a later cbapter,= is illustrative 
of the practical use to which the ammain scale can be pul. Budgets 
which set forth llic cost of the various items of livelihood for persons of 
each sex and of didcrenl ages, both when tlicy arc Ibing alone and when 
tlicy arc members of families of varying sizes, arc a second method of 
attaining the same end. Charily relief cases in the larger cities arc gen- 
erally handled with budgets of tliis eharactcr.’ 

' As illustrative of the use to vliicli tlic ammah scale can be pul, we may work tliroiisli 
tlic cost of mainlainlng an assumed nonstandard family. From tlic above compulation 
wc see that the approximate number of units in the standard family may be taken ns 3.0 
(2.00). Assume lluit in a particular city at n particular time the cost of maintaining a 
licaltli and decency .standard is $1,000, and that in the family with which wc arc concerned 
there is a father of forty, a mother of tliirly-fivc, three boys aged thirteen, seven, nnd one, 
respectively, nnd two girls aged eleven and three, rcspcelivcly. If the cost of maintaining 
a health and decency standard is $1,000— 'and there are approximately three units in the 
standard famib’— then the cost per unit or ammain would be $533. In the case of our 
assumed family, then, the number of units would total 3.71: 


PcriOB 

Age 

Ammafni 


40 

.OS 

Wiff 

55 

.70 


IS 

,50 

Oir’l 

11 

.48 

Hoy 

7 


Girl 

s 



1 




S.7I 




Since the cost per unit is $533, the cost for this particular family is $1,072 (the cost per 
unit times the number of units in the family). 

>C/in/ra,pp. 250-263. 

’ As illusirative, wc may describe bricBy the budget used by the Chicago Council of 
Social Agencies in charity relief cases. This budget is expected to furnish a "minimum 
normal standard" of living for individuals and families, the definition of the term being: 
"The minimum normal standard must furnish everything ncecssarj' for a manner of living 
that will make possible a high standard of physical, mental, nnd moral health nnd cnicicncy 
for adults, the full physical nnd mental growth nnd development of children nnd provision 
for their moral welfare." The budget then defines the normal minimum in relation to 
the dilTcrcnt items, both when individuals are living alone nnd when they arc living with 
families of varying sizes. The food stnndnni. for instance, is that “the food provided must 
meet recognized dietetic standards in furnishing protein, fuel, mineral salts, nnd the neces- 
sary food substances in the quantities which research in physiological chemistry indicates 
arc necessary to maintenance of hcnllh." The cost of this food at dificrent times is esti- 
mated for men nnd women of dificrent ages, nnd the necessary cost of food for n given family 
can thereby be calculated in terms of the number, ngc, and sex of its members. In selling 
up a standard tor clothing, emphasis is pul by the budget first on the need of sulllcient 
clothing to “protect the body from cold, heal, or wet, nnd to provide tor a proper stniidanl 
of personal cleanliness." Resides the.se essentials, there must be .some npprecialinn of the 
fact that “clothing is one of the most universal means of self-expression nnd is one which 
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The very important question of whether differences m family com- 
position do not dictate, as a matter of equity and social policy, that 
remuneration should differ accordingly necessitates for its intelligent con- 
sideration acquaintance with some of the facts about wages and income 
distribution summarized in later chapters; and we may here turn our 
attention to the question of what constitutes an “adequate” or socially 
desirable standard for women workers— approximately one-fifth of the 
gainfully employed persons m the United States. It is obvious, for 
reasons already mentioned, that we cannot discuss the question of the 
sufittciency of their earnings in terms of standards, or criteria, that may 
be applied in the case of adult males. 

The standard generally accepted by both students of labor economics 
and state boards setting legal minimum wages has been that of a minimum 
health and decency livelihood for a woman living away from home, having 
herself but no dependents to support, and not profiting by joint costs in 
household maintenance. This standard has been both attacked and 
defended. Its proponents have contended that it is reasonable because a 
considerable number of women workers do live in this condition, because 
the employer, if free to pay home-dwelling women less than those adrift, 
will tend to favor the former, and because many home-dwelling women 
have needs as great as, or greater than, those of women living adrift. 
Those attacking the standard, on the other hand, have pointed out that 
approximately 30 per cent of the gainfully employed women in the United 
States are living away from home, while the great majority (roughly 
four-fifths) are profiting by joint costs in household maintenance. Some 
of the home-dwellers are working for “pin money.” It is unfair, the 
contention has been, to take the needs of women living adrift, who con- 
stitute only a minority, as the standard of adequacy to be applied to the 
incomes of all women workers. 

It must be admitted that these objections have a basis in fact, but 
there are, nevertheless, reasons for the adoption of the conventional 
standard. While the majority of women workers live at home and profit 
by joint costs in household maintenance, a large number of the home 
dwellers— widows living independently, perhaps with children to support, 
wives with invalided or out-of-work husbands, daughters supporting 
widowed or incapacitated mothers, women who contribute to the family 
income an amount equal to the cost of their maintenance and also aid 


is of special interest and importance during adolescence and youtt.” The cost of decent 
housing allowed for varies, as do the other items in the budget, in accordance with the 
composition of the family. The general standard set up is that “the housing space must 
be above ground, dry, clean, in good repair, wdi lighted, sunned, and ventilated. The 
minimum standard with regard to number and size of rooms varies in accordance with the 
number in the family and the ages and sex of the children. Other items in the budget 
include household supplies, care of health, and insurance. 
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in llio support of younger brothers and sisters— have needs as great as, or 
greater tlian, those of women living adrift. In all probability the num- 
erieal imporlanec of the "pin-money” group has been overestimated; 
because women have not received wages suflieient to support themselves 
away from home, they have been assumed to be working, not from eco- 
nomic necessity, but only in order to secure “pin money.” It is safe to 
siiy that a majority of the home-dwelling women, even though their 
wages do not enable them to make a contribution to family income equal 
to the cost of their maintenance, arc working because of the insecure 
economic position of the family. All members have to be supported 
somehow, and when the father’s earnings arc insufficient, the family must 
sell all of its available labor at tbc market rate; a small contribution from 
the daughters is better than nothing. Home dwellers with dependents 
to support, those working because of the insufficiency of' the earnings of 
the chief breadwinner, and self-supporting women living adrift certainly 
constitute, in the aggrcg.ite, more than half of the female wage-earning 
population; and any standard that might, by some line of reasoning, be 
regarded as adequate for the pin-money group would not permit a major- 
ity of the women workers to maintain a decent standard of life. 

Other Problems at Issue. — ^It presumably goes without saying that the 
broad questions we have raised, together with discussion of the quantita- 
tive measurements essential to answering them, arc by no means inclusive 
of all the issues connected with the material status of the workers and the 
determinants of this status. 'When we turn to the final question, that of 
attempts to regulate wages by sodal intervention, we shall be forced to 
take account of changing public attitudes, different economic and social 
conditions in different countries, the compatibility of these attempts with 
maintenance of the price system, problems of legislative, political, and 
administrative character, and in the United States the important matter 
of constitutional limitations upon state interference with the wage rela- 
tionship. Moreover, each of the questions discussed in some detail in 
this chapter serves to raise other, and very fundamental, questions con- 
cerning the operation of our economic order and the possibility of con- 
trolling it so that it will operate somewhat less imperfectly tlian it has in 
the pjist; and each impinges, in one way or another, upon the other 
problems discussed in this and the following volumes — uncmplojuncnt, 
hours of work, provision for tlic major insecurities of life, the employ- 
ment of young persons, the presence of women as competitors in the Labor 
market, and others. Constantly we shall have to keep in mind the ques- 
tion of the extent to which the forces determining the share of the product 
of industry going to Labor arc subject to human guidance .and control. 
Can labor’s share of the value product of industry be increased without 
reducing the return to the other factors of production to' such an extent 
that their services will not be forthcoming in sufficient quantities? 
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What, after all, constitutes distributive justice? Few questions in the 
field of social science are more descrvmg of the application of the best 
of human effort and intelligence. Indeed, there has seldom, if ever, been 
a time when all the problems that constitute the subject matter of the 
following chapters have been more fascinating than they are today to those 
who will look into them patiently, scientifically, and sympathetically. 



Chapter II 

TIIE TREND OF RE^VL EARNINGS 

From llio viewpoint of the welfare and material progress of the working 
population, nothing is more important than the trend of real remunera- 
tion. Few criteria of the success or failure of an industrial system, or of 
the likelihood of its permanence, arc superior to that afforded by the 
long-run movement of real earnings. Not many factors are more influen- 
tial in determining the soci.il .attitudes of the workers. Possibly the best 
approach to abstract theory is via a survey of the historical operation of 
the forces the abstract theory purports to explain. Vie turn, then, to 
the profoundly important question; Wliat has been the progress of the 
workers in the matter of re.al remuneration? 

Progress in England.— The widespread misery of the wage-earning 
class in England during the early years of the Industrial Revolution is a 
matter with which all .students of social history arc familiar. With the 
swift changes in social stratification and the policy of fames faire that 
accompanied the advent of the new system, with independent craftsmen 
reduced to the position of dependent wage earners, conditions on the whole 
were worse for a time rather tlwn better. The long hours, the lack of 
sanitation and safety devices, the breakdown of the poor-relief system and 
the mistaken Spccnhamland policy, the bad moral conditions in the fac- 
tory towns, the general collapse of old modes and codes of living — all of 
these caused the period of the late eighteenth and early nineteenth cen- 
turies to be one of increasing misery and degradation for the wage earners. 

Ncverlhclc.ss, real wages probably rose during the first fifty years of 
tile nineteenth century, even while the adjustment to new conditions was 
imposing extreme hardship upon the working class. Good data upon 
money wages outside of .agriculture arc lacking for the period prior to 
1850, but such fragmentary information as is av.ail.ablc indicates that 
from 1790 to 1850 the remuneration of industrial wage c.arncrs ran about 
one-eighth loss than that of their fellows in agriculture. With this pro- 
portion taken as a guide to the money wages of industrial laborers, n 
number of indexes have been constructed;' and on the basis of the several 
studies, in turn, an American student, A. H. Hansen, has worked out the 

*C/, Sir Miilinm Beveridpe, "Populnlion ami raemploymeni,” Economic JournaU 
vol. S3 (December, ia2;i), pp, 4}7-t75: S. 1. Silberling, "British Prices and Business 
Cycles,” Rcrinr oj Economic Slalirlin, Supplement, vol. S (October, 1D23), pp. 210-202; 
(i. H. Wood. "Rcnl WiiRcs nnd tire rilandoid of Comtort," Journal of Itopal Slalislieal 
Soeielp, vol. 72 (Moreli, 101)0), pp. 01-103. 
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following composite index of the trend of real wages in Great Britain from 
1790 to 1913: 


TiBLE 18.— TrESD op HsiL EABNEtOa Dt Gbjsat Bmiain, 1780-1913* 
flest-WAgc iaitx (1013 ° 100) 


Year, 

Cavense for decade] 

1790-1799 

87 

1800-1809 

41 

1810-1819 

41 

1820-1829 

47 

1830-1839 

47 

1840-1849 

49 

1850-1859 

58 

1860-1869 

63 

1870-1879 

74 

1880-1889 

84 

1890-1899 

93 

1900-1909 

102 

1913 

100 


1 A. H. Baoneti, "Factors ASectiae the Trend of Geo! EuniDcs," Ameritan Ferniomte Retm, voi. 15 (March, 
1025). p. S3, 

An upward trend, witi some periods of little progress, is indicated by 
these data. In all probability the workers received on the average during 
the 1860-1869 decade money wages with some 65 to 70 per cent more 
purchasing power than that of wages received in the last decade of the 
eighteenth century. This rise appears to have continued, moreover, until 
about the turn of the century, when real wages were between 40 and 45 per 
cent higher than during the 1860’s.’ From 1900 until the outbreak of the 
World War, however, little if any progress was made, and in 1913 the 
index number was only a fraction more than 2 per cent above that of the 
last decade of the nineteenth century.’ Nor was there substantial gain 


* Also, mote lelianee coo be placed upon tbe 6gores for tbe period from 1868 on. The 
composite index of Professor Hansen is based upon evidence vith respect to tbe money 



wages of industrial workers from those of agricnltnral workers, as is tbe case with tbe data 
prior to 18S8. 


'Tbis brief siunmaiy bas been based dtieSy upon tbe real wage index of Professor 
Hansen, and it is worth mentioning that other studies indicate tbe same general conciusions. 
Tbe study of G. H. Wood, to which reference bas been made in an earlier footnote, showed 
that real wages rose from an 1860-1864 base of 100 to 169 for tbe first two years of tbe 
present century— a gain slightly in excess of that indicated by tbe composite index of 
Professor Hansen. Mr. Wood's indexes of real wages are especielly valuable in that he 
made allowance, in constructing the money-wages indexes, for tbe amount of unemploy- 
ment in the several years. Mr. Wood also worked ont a series of index numbers for the 
consumption of basic commodities for tbe same period (1860-1902). An index of consump- 
tion (the relative amount of goods consumed per capita over successive years) serves as a 
check upon an index of real wages; when the latter increase, it is to be expected that per 
capita consumprion will increase, since wage earners spend a larger proportion of their 
incomes for consumption goods than do other economic classes, and if the two index senes 
do not move closely toge^er there is reason for questioning the data or methods of one or 
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during the years following the outbreak of the conflict. Between 1914 
and 1918, according to the Board of Trade’s index, the cost of living 
increased 105 per cent. During this same period wage rates increased 
between 76 and 80 per cent. By 1920, however, the cost of living index 
stood at 262, while the index of wage rates stood at 260 (both on the 1914 
basis of 100), indicating that over the whole period there was a slight 
increase in real returns. So far as a general statement can be made, 
then, it may be said that rates for the same work increased less rapidly 
than did the cost of living between 1914 and 1918, that between 1918 and 
1920 the increase in wage rates was more than suflScient to offset the 
increase in the cost of living, and that by 1920 the workers probably 
received, on the average, more goods and services for an hour’s or a full- 
time week’s work than in 1914. To the extent, also, that the increase in 
the cost of living was less than is indicated by the Board of Trade’s index 
— as there is reason for believing that it may have been’ — the increase in 

tbe other. Professor Wood's indexes showed that reel wages increased CD per cent and 
consumption Cl per cent during the period covered by his study, while for no year was there 
n venation of more than 10 per cent. The study of Mr, L, 6, Chiozza-Moncy [Rieha and 
Pocoriy, Sd ed., 190C, pp. 41-43) followed a diSerent method of measuring progress during 
the last port of the nineteenth century and the early twentieth century: that of setting up 
several practical indicia of the improvement in the lot of workccs. Consideration was 
given to average money earnings of manual workers, the per capita consumption of certain 
articles of imparted food, the number of deaths in relation to the population, the number of 
criminals convicted, deposits in trustee savings and post office banks, the number of 
paupers, the price of bread per loaf, and the Board of Trade price index. During the 
period 18C7-1003, it was found, the coat of living, as measured by the Board of Tmdc 
index, declined more than 21 per cent, (In fact, this decline was for tlic period 18T1-1D03, 
Cgutes for the four years preceding 1871 not being available, but prices changed only 
slightly between 1807 and 1871 and the necessity of using the latter year for the price 
comparison, while 18C7 is used for the others, docs not involidate the conclusions reached.) 
At the same time the average annual earnings of manual workers increased from £30 to £45, 
or 50 pec cent. The per capita consumption of wheat, rice, sugar, tea, and beer, all impor- 
tant arUdes for the masses, increased, in some cases ns much as 75 per cent, while deaths 
were considerably fewer in relation to the size of the population in 1003 than in 1807 
(034,000 out of a population of 30,500,000 in 1807, 007,851 out of a population of 42,500,000 
in 1003), The number of criminals convicted declined from 10,450 to 13,102, in spite of 
the increase of 12,000,000 in population. The decline in the number of paupers (from 
058,824 to 731,525) and the increase in deposits in post office and trustee savings banks 
(from £40,233,000 to £108,075,000) were other indicia of material progress rated by Mr. 
Chiozza-Moncy. Professor Hansen’s estimates of the real wage trend for the period 
immediately preceding the outbreak of the War are substantiated by the findings of Profes- 
sor Bowlcy of the Ixtndon School of Economics [r^, D, L. Bowley, "Prices and Wages in 
the United Kingdom, 1014-1920," 1021 (Economic and Social Bistory gf the World War, 
British Series), p. 87]. Professor Bowlcy found that money wages (in terms of hourly and 
weekly rates) increased about 0 per cent between 1004 and 1014, while retail prices 
increased approximately 12 per cent and wholesale prices a trifle more. 

* The Board of Trade index figure has been criticized as exaggerating the increase in the 
cost of living, owing to the fact that it has made no allowance for changed consumption 
habits of the wage-earning class as time has gone on. With this criticism in mind. Professor 
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real wages was greater than is indicated by the data just quoted. It is 
likely, moreover, that steadier employment and overtime work during 
the war brought increases in weekly and annual earnings not indicated by 
our data on rates, while at the same time the narrowing of the differential 
between the wages of the skilled and the unskilled workers— a war-time 
consequence in both regulated and nonregulated trades— had the effect of 
lessening poverty among the more submerged groups. The decline in the 
birth rate and the employment of more members of the family, on the 
average, were other factors tending to raise family standards of living. 

Information permitting us to spealc with a comforting degree of cer- 
tainty concerning developments in Great Britain since 1920 is not avail- 
able. There have, of course, been both a material decrease in the 
cost of living* and general but unequal wage reductions. In the Wage 
Boards industries the reductions have generally been made conservatively 
and usually within the decrease in the cost of living. At the same time 
a considerable fraction of the unionized workers have had agreements 
with their employers providing for readjustments in wages in accordance 
with changes in the cost of living. Outside of the organized industries 
with agreements of this type, wages have in some cases been reduced more 
rapidly than the cost of living, in others less. Two facts are, however, 
fairly clear: first, that the purcliasing power of the daily and weekly 
wages of those employed has increased during the postwar period, and, 
second, that this gain has been more than neutralized for many working 
groups by prolonged and widespread unemployment. The studies of the 
International Labour Office at Geneva show that up to 1924 real earnings 
increased little, if any, over the 1920 level,^ but that a fairly steady rise 
began in 1924r-1925 and continued on into the 1930’s. By the beginning 
of 1932 the weekly rates of men and women employed in industry, mineral 
production, agriculture, and public service apparently had a purchasing 
power of between 14 and 17 per cent more than they had some eight years 

Bowley has worked out a modified index of changes in the cost of living {cf, A. L. Bowley, 
op. ait., p. 106). His index (1914 = 100) stood at 220 in 1920 instead of 262, and if we 
assume, as there is reason to do, that this modified index number gives a more accurate 
portrayal of the increase in the cost of living, we see that the increase in real time and piece 
rates between 1914 and 1920, while not great, was substantial. 

' The International Labour Office’s estimate is that in 1931 the cost of living was approxi- 
mately 46 per cent above the 1914 level. Intmalioml Labour Beview, vol. 24 (July, 1931), 
p. 94. The Board of Trade’s index shows that the cost of living continued to decline 
during the depression years of 1931 and 1932, and in 1933 it stood at about 36 per cent 
above the 1914 level, as compared with the index figure of 262 (142 per cent above the 
1914 level) in 1920. 

® TlogHcIi unions were able to prevent general rate cuttmg to a greater extent than were 
American unions during the 1921-22 depression, with the consequence that in many cases 
teal wages, calculated upon the hourly or weekly rate basis, seemed to increase while 
unemployment was widespread and the total wage bill decreasing. The same was true 
in EngUud, to an extent, during the period 1929-1933. Whethra the policy of rate main- 
tenance increased the volume of unemployment is another question. 
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earlier.* Of the general upward movement during the period of more than 
140 years discussed in these paragraphs there can be no question; whether 
the English workers have held their own in comparison with other eco- 
nomic classes is another matter.® 

Progress of the American Workers before 1870. — ^The trend of real 
wages during our own early economic development can be traced briefly. 
In the absence of any distinct and permanent wage-earning class until 
the Industrial Revolution was well under way in England, the question 

^The indcs figures of the Intcruntionol labour Office for this period arc os follows: 
1924, 100; 1925, 103; 192G, 106; 1927, 108; 1928, 100; 1929, 100; 1930, 112; first quarter 
of 1931, 114; second quarter of 1931, 117. Cf. “Movements in the General Level of Wages,” 
Jnlemaiional Labour HcvietCt vol. 24 (November, 1931), p. 591. 

^ Of necessity, tbc quantitative material presented in this book is limited cliicQy to that 
pertaining to England and the United States, but brief mention of real wage trends in other 
countries during recent years is worth while. Owing to the fact that statistics r/cre not 
compiled in some of the countries during the prewar period, the trend must in some coses 
be confined to postwar years; in other cases comparison wdth the prewar level can be made. 
In Germany, according to the computations of Dr. Elsas, the purchasing power of hourly 
rates for iuduslry, mines, and public service urns 4 or 5 per cent below tlic prewar (191S) 
level in 1924 and 1025, but a rise began after the stabilization of the Mark, and at the end 
of 1930 real wages (expressed as the purchasing power of hourly rales) were ID per cent 
above the prewar level. In Australia the purchasing power of full-lime weekly rales was 
14 per cent above the prewar level in 1929, end 11 per cent above when Uic figures were 
adjusted to allow for unemployment. In New Zealand, little gain has been made as 
compared with the prewar (1013-1914) situation, the index of real weekly rates for mcnis 
agriculture, mines, industiy, public service; commerce, and a miscellaneous group of occu* 
pations standing at 103.0 in 1029, and for women at 09.4. In Czcclioslovakla (Pniguc 
only) the purchasing power of hourly rates in 1929 was S3 per cent above the prewar level, 
and that of weekly rates 10 per cent above, while the two index figures for the third quarter 
of 1931 were 140 and 130, respectively. For Switzerland, the International Labour Office 
studies show that in 1924 real doily earnings of men (skilled and semiskilled) were 17 per 
cent above the prewar level in 1924 and 31 per cent above in lOSO, the fourtecn>point gain 
during the six-year period being fairly evenly distributed in point of time. The index 
number of real daily earnings for men and women in Sweden stood at ISB in 1929, the 
average of the years immediately preceding the War being taken os 100. Real wages in 
Poland seem to have followed a more erratic course than in other European countries. 
Wth 1927 taken as 100, the purchasing power of weekly rales slumped from 127.2 in 1924 
to 97.7 in 1920, then rose to 107.8 in 1028, 115 in 1929, and 12C.2 in 1930. Accurate studies 
of the trend of real earnings in Canada, France, Itoly, and Japan ore not available, but we 
can make rough computations by use of the Litcmational Labour Office data on money 
wages and earnings. On the basis of the prewar (1014 for agriculture, 1813 for the other 
groups) level of 100, the Canadian index numbers of money earnings for 1030 were: men 
in agriculture, 173; women in agriculture, 216; workers in mines and public sendee, 104; 
unskilled men in industry, 188; skilled and unskilled men in industry, 202, The cost of 
living in Canadian cities in 1930 was approximately 45 per cent above the prewar (1913- 
1914) level. Except for ogriculture, these Canadian indexes have been computed on the 
baas of hourly rates; the indicated gain in money wages would be less were wceldy wages or 
weekly earnings used as the expression of worker income, and sUll less were allowance made 
for unemployment. The revaluation of the franc in Fiance, following the period of infla- 
tion, makes misleading the available index figures on money wages. The average daily rate 
for the prewar (1911) period is shown by official sources, brou£^t together by the Interna- 
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of whether the real earnings of the workers were advancing did not have 
the tremendous social significance that attaches to it today.^ Slavery 
and indentured servitude, as well as wage labor, were prevalent and the 
“labor problem” of the colonies was, kfact, that of getting and holding 
the necessary labor force rather than of fixing the terms and conditions 
of employment.* Also, our data upon prices are so meager that we are 

tional Labour Office, to bare been 8.12 francs (esdtisive of agriculture, mmcial production, 
and public service); In 1930 the average dmiy rate was 53.76 francs. In tbe meantime, the 
franc had been revnluatcd at about one^fouKh its prewar gold value, and the internal price 
level had readjusted itself in rough correspondence. The index number of money hourly 
rates (1911 « 100) for 1930 was 668. Allowance for the new gold value of tbe franc and 
for price changes indicates that hourly rates in industry increased about 28 to SO per cent 
between 1911 and 1930. The French figures are, however, taken entirely from Paris 
industrial plants, and in view of the fact that large-scale production and consequent inter- 
dependence have not proceeded as far in France as in England or Germany, and that 
peasant proprietorship and small-scale indosby are more common than in these other 
countries, the data cannot he taken as being more than roughly indicative of tbe trend 
throughout all of France. Italian data from whkh index numbers can be constructed are 
confined to very recent years. With tbe July, 1^3~Junc, 192D average taken as 100, the 
index numbers of money wages (hourly earnings bring employed as the expression) for 
recent years are as follows: 1928, l(K.l; 1929, 102.6; 1930, 103.1; 1931 (first two quarters), 
92. The recent decline in money earnings has apparently been about equal to tbe decline 
in the cost of living. Reliable data for Japan are available only since 1926. With daily 
money earnings for that year taken as 100, tbe index numbers are: 1927, 102.1; 1928, 105.3; 
1929, 103.9; 1930, 98.7; 1031 (first two quarts), 92.G. These data indicate that wage 
rates declined less rapidly than did prices during the price slump coming with tbe world 
depression, and more particularly with the d^ooialisailon of the Japanese silk industry. 
In the Scanffinavian countries real earnings apparentiy have risen somewhat more than in 
England. A recent volume in the Storicholm Economic Studies [Bogge, Lundberg, and 
Sveonilson, IFagcs in Swden, ISCO-IW, (P. S. Eng, London, 1033)] shows that real earn- 
ings of all employed workers (1910-1913 = 100) were 116.9 in 1926 and 127.5 is 1930. Tbe 
series worked out by Messrs. Baggc, Lundb^g, and Sveonilson for the entire period 1860- 
1930 shows that real annual wages at the outbreak of the war were approximately two and 
a half times what they had been during the 1860*8. There was a pronounced drop during 
the war, and in 1917 and 1918 real annual wages were about 20 per cent less than in 1013. 
By 1928, however, they bad reached their prewar level, and during the seven ensuing years 
rose markedly, being approximately 27 per omtt above their 1910-1913 average in 1930. 
Tbe statistics upon which the general statements in this footnote, except for the just 
summarized Swedish data, are to be found in tbe htmaivml hoimr Bttim, vol. 24 
(November, 1031), pp. 584-597, 

^ An excellent picture of actual labor conditbus in tbe colonies is to be found in Marcus 
W. Jemegon’s Laboring and Dependent Clatm w Colonial imcrica, 1$07-178S (Chicago, 
1931). Tbe best source of information on wages and earnings is "History of Wages in 
the United States from Colonial Times to 19©,” U. 8. Bureau of Labor Statistics, BvHelk 
P, pp. 13-140 (1929). 

^ Governor Winthrop of tbe Massachusetts Bay Colony declared in 1630 that the 
“scarrity of workers caused them to rabe their wages to on excessive rate," while a century 
and a quarter later Governor Dobbs of North Carolina reported that "artificers and 
labourers being scarce in comparison to the number of Planters, when they are employed 
they won't work half, scarce a third part of work in'a Day of what they do in Europe, and 
their wages ate from two sbiliings, to, 3, 4, and 5 shiliings per Diem this .currency." In 
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not justified in speaking in tenns of index figures of real wages prior to 
the 1820’s. We do know, however, that the period prior to the American 
Revolutionary War was characterized by relatively stable wages and 
prices and by standards of living which, while low in comparison with 
what we think of as desirable minima today, provided the workers With 
a fair supply of the necessities of lifeA Some progress apparently was 
made during the last half of the seventeenth and the first three-quarters 
of the eighteenth century, but it is safe to say that no great or revolu- 
tionary changes in the trend of real wages took place before the Revolu- 
tionary War. With the termination of that war, there commenced a 
period of generally rising prices and wages, which continued with some 
interruptions until the depression of 1818, but all the facts we possess 
indicate that the rise in money wages between the 17'1'0’s and 1818 was 
offset by rising prices, and it is probable that prices rose a trifle more than 
money wages over the period as a whole. 

From 1820 to 1850, however, prices in general fell, money wages rose 
somewhat, and the workers gained substantially." It is possible, more- 
over, to express the trend in terms of index numbers after 1820. Data 
on weekly wages of laborers and artisans have been compiled by the 
Russell Sage Foundation for the period beginning with 1820, and the data 

Maine in 1675, “handicraftsmen are but few, the Tumelnr, or Cooper, Smiths, and Cut- 
penters are best welcomed amongst them,’* while ''nrtiBcers’’ were so scorce in South 
Carolina in 1731 “that all sorts of work is very Dear: Taylors, Shoemakers, Smiths, etc. 
would be parliculntly acceptable.” B. S. Bureau of Labor Slalislics, Bulldfn ^33 (1323), 
pp. 7-8. 

1 An idea of the purchasing power of wages during the seventeenth century may he 
obtained from records of wages and prices in Massachusetts. In 1330 wages of carpenters 
were approximately twenty-three cents a day with board, or thirty-three cents without 
board; those of laborers with board were ns low as eleven cents a day at that Ume, while 
those of masons and bricklayers in 1672 were twenty-two cents a day with board. Prices 
of staple commodities during this period were higher in relation to money wages than they 
are today. The average price of barley between 1640 ond lODO was sixty-nine cents a 
bushel; that of wheat during the same period eighty-one and a half cents; and that of a pair 
of men’s shoes eighty-three cents. From records of the Massachusetts Bureau of the 
Statistics of Labor, as brought together in Adams and Sumner, Labor Problems, pp. 603-505. 
To an extent, attempts were made to maintain the standard of living of the workers and 
at the same time prevent wages from becoming “excessive” by wage legislation and 
judicial determination, but these attempts never were successful in the face of a labor 
shortage. A brief account of the attempts at state control of wages is to be found in 
U. S. Bureau of Labor Statistics, Bulletin 493, pp. 3-11. 

^ The downward price movement was not, of course, continuous throughout the period. 
During some years, especially those of the inflaUon period immediately preceding the panic 
of 1837, prices advanced rather rapidly. There was also about a 15 per cent rise in whole- 
sale prices during the decade immediately preceding the Civil War, and an increase of per- 
haps 11 to 13 per cent in the cost of living. The cost of living index numbers worked out 
by Professor Hansen in the study to which reference was made in connection with the trend 
of real wages in England are as follows (1913 = 130); 1820, SB; 1830, 72; 1840, 80; 1850, 
73; 1860. 82. 
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of the Aldrich Committee, a government body which in 1890 investigated 
price trends, wage movements, and other matters affecting the economic 
well-being of the country,* are also available. Utilizing the material 
from these and other sources, Professor Hansen, in the study already 
referred to, has constructed indexes of money wages, the cost of living, 
and real wages for the entire period since 18S0.* A tabular presentation 
of the results, by ten-year periods, is indicative of the extent of progress 
up to 1850, and of the degree to which the workers held the gains already 
made during the price rise of the 18S0’s: 


Table U.— Monet Wages, Cost op Livinq, and Real Wages in the United States, 
1880-1800* (1918 = 100) 


Year 

Moacy wages 

Cost ot liviQg 

wages 

1829 

36 

88 

41 

1880 

37 

72 

61 


41 

80 

61 


43 

73 

69 

■■■ 

47 

82 

67 


^ A. H. Honaeiii op. eiV., p. 88. 


It will be noted that substantial gain was realized during the period 
of generally falling prices prior to 1850, and that money wages failed to 
advance as rapidly as the cost of living during the decade just before the 

* The report of the Aldrich Committee has been frequently quoted in the Inst forty-Sve 
years, and it has been responsible for several inaccurate norions regarding the material 
progress of the American workers prior to 1800, owing to the methods by which its indexes 
were constructed. For a description and criticism of the methods of this Committee, see 
Wesley C. Mitchell, Gold, Prices, and Waga Under ike Greenback Siondard, pp. 169-172. 

* We shall have occasion to refer to this study later, smce it represents an attempt to 
summarize the trend of money wages, the cost of living, and real wages from 1820 to 1023, 
and it is therefore worth our while to mention brieBy the data utilized and the methods 
followed. Professor Hansen obtained his wage statistics from a number of sources. For 
the period 1820-1840 he utilized data compiled by the Russell Sage Foundation on weekly 
wages of laborers and artisans. For the eighty-three years from 1840 to 1023, he worked 
out two series of indexes of money wages. One was a continuation of the Russell Sage 
data on weekly wages. The second was a compilation of data for daily wages from 1840 
to 1890, for “full-time weekly ” earnings from 1890 to 1914, and for average annual earnings 
from 1914 to 1923, os data on earnings were available for the period after 1914 in two states. 
New Y ork and Wisconrin. From these two series. Professor Hansen worked out his indexes 
of money wages. Where possible be used data for daily and weekly wages in preference to 
hourly rates, in order that the figures might not be partially invalidated by changes in the 
number of hours constituting the working week. His index of the cost of livmg included 
prices of food, clothing, fuel, light, and household furnishmgs, wrighted according to the 
expenditures of workmen’s families. Lack of data upon retail prices made it necessary to 
resort to wholesale prices of these articles for the greater part of the period covered by the 
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Civil War. Over the entire period from 1820 to 18G0, however, the gain 
was apparently between 38 and 40 per cent.* 

Money wages advanced during the Civil War period, but they lagged 
far behind the soaring prices caused by the issuance of the Greenbacks, 
the general bidding up of prices, and other condirions peculiar to the 
War period, and by 18GS the purchasing power of hourly and daily wage 
rates was probably lower than in 1840. Index figures worked out by 
Professor W. C. Mitchell* show, it is true, a slight increase in real wages 
during 1861 and the early part of 18G2, but during the latter year an 
abrupt decline commenced, continuing until 1865. For January, 1868, 
the index number of real wages (1860 = 100) was 89, for the first month 
of 1864 it was 81, and for January of 1866 only 67.’ With tlic termination 
of the conflict and the beginning of the downward trend of prices, how- 
ever, recovery was fairly rapid. By 1869 real wages had advanced enough 
to offset the losses of the War period and probably were between 12 and 
IS per cent above the 1860 level. 

Progress of the American Workers, 1870-1890.— The two decades 
following 1870 were characterized by economic changes of profound con- 
sequence. Mechanization and large-scale production made rapid inroads 
in the basic industries; the percentage of the population working for 
wages and salaries increased; the real national income increased both 
absolutely and per capita; trustificaUon and absentee-ownership became 
common; agrarian and self-sufficing economy partially gave way to 
capitalistic and market organization; urbanization of population brought 
greater interdependence and made the trend of labor’s real remuneration 
a fact of more vital social significance; property ownership became more 
concentrated; in international trade the immature-debtor status of the 
United States changed to that of mature debtor; the great transcontinen- 
tal railroads began to span the nation and break down local barriers; the 
westward movement reached its height; the banking system of the coun- 
try was placed upon a firmer foundation; the policy of specie payment 
became firmly established, even while the "cheap-money” agitation was 


* It is worth noting that the more rough-and-rendy measurement of progress afforded 
by a comparison of wage rates with the prices of staple commodities tends to substantiate 
the conclusions pointed to by these indcs figures. The data compiled by the 
Bureau of the StatUtics of Labor show that the averoge wage for agiicultural laborers 
between 1762 and 1700 was thirty-one cents a day, while in the decade foUowing 1850 it 
was slightly more than one dollar. The average wage of laborers in the first of these 
periods was twenty-nine cents, and in the second ninety-seven cents; while wages of masons 
were sixty-seven cents a day in Massachusetts in 1771 and 81.63 during the 1850-1859 
dec^e. In view of the declining prices, the increase in real wages and earnings is apparent. 

’ C/. W. C. Mitchell, ffisloiy o/ the Granbach, 1903, Chops, i and 5. 

> Professor Hansen’s index figures, wHch Uke 1918 ns the base of 100, showed that real 
wages were 57 in 1800 and 38 in 1805— a drop of one-third, virtually the same as the war- 
time losses indicated by Professor Mitchdl's study. 
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at its height; prices in general moved downward;* official governmental 
policy became more and more that of fostering business enterprise; pros- 
perity was uneven and fluctuating, in spite of the increase in per capita 
wealth and income, with two major business depressions and widespread 
unemployment occurring in the 1870’s; the prices of farm products 
declined more rapidly than those of manufactured goods, and the inevi- 
table agrarian revolt expressed itself in grangerism, greenbackism, and 
the free-silver agitation; the labor movement, confused as to its ultimate 
destiny and its proper philosophical basis, espoused the dogmas of diverse 
doctrinnaire gods but at the same time became increasingly militant and 
assertive. Contradictory and conflicting forces were evidently influenc- 
ing the real earnings of the increasingly important wage-earning class, 
but of the general trend we can be fairly certain. 

While lack of accurate information as to the extent to which daily and 
weekly wages were reduced by unemployment makes it imperative that 
we regard with caution the indexes of real wages, the fact that the move- 
ment was on the whole upward is beyond question. Professor Hansen’s 
estimates, which may be taken as the most complete and accurate for 
this period, show the following trends: 


Table 20.— Home? Waoes, Cost of Lmso, ads Real Wages in tse United States, 
1870-1890 (1913 = 100)i 


Year 

Money wages 

Cost of lining 

Beal wages 

1870 

84 

119 

71 

1875 

77 

106 

73 

1880 


86 

77 

1885 

70 

77 

91 

1890 

74 

77 

96 


^ A. H. Hanien, op . eU ., p . S2. 


The figures speak for themselves, showing a rise of approximately 
35 per cent m real wages between 1870 and 1890, It remains only to say 
that other studies reveal the same general trend,* to repeat— perhaps 

* Tbe Bureau of Labor wholesale price index numbers for the period (1890-1899 = 100) 
were: 1870, 221; 1880, 132; 1890, 113. Professor Hansen's cost of living index (1913 = 100} 
stood at 119 in 1870 and 77 in 1890. 

’ The Aldrich Report, already referred to, showed that in 1890 money wages were 101 per 
cent above the 1810 level, 74 per cent above the 1850 level, and 68 per cent above the 1860 
level. Owing to tbe fall in prices, real wages increased more. In 1890, according to this 
report, real wages were 169 per cent above the 1840 level, 106 per cent above the 1850 level, 
and 88 per cent above the 1860 level. BvMin 18 (1898) of the old U.S. Department 
of Labor, which presents the results of an investigation of wages paid in twenty-five 
occupations in twelve important cities beginning with 1870, shows that between that date 
and 1889 average rates of pay increased approximately 14 per cent. It will be remembered 
that the cost of living during the same period, according to Professor Hansen's index, 
dropped approximate^ 35 per cent (from 119 to 77). It should be mentioned, however. 
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gratuitously— the caution that the trend of labor’s real remuneration does 
not indicate how well the workers have held their own in comparison with 
other economic classes, and to summarize briefly the facts with respect to 
the sharing of the gain among different groups of workers. 

Within the industrial group, clearly, the unskilled workers failed to 
make the progress that was enjoyed by the craftsmen. The period was 
characterized by the influx of large numbers of immigrants, and while the 
majority were of the “old,” or Northwestern European, stock and were 
more likely to bring with them a craft mastery than were the “new” 
immigrants who came in increasing numbers after 1890, a large number 
swelled the ranks of the unskilled and brought a competition for jobs that 
kept the wage level from advancing more rapidly. An enormous number 
of the unskilled workers affiliated with the heterogeneous Ehights of 
Labor between 1883 and 1887, but on the whole they were less frequently 
assisted by organizations structurally and functionally adapted to the 
securing and maintaining of higher wages than were the skilled. Such 
evidence as is available points to the conclusion that the unskilled gained 
not more than twO'thirds to thrcc-fourtlis as much as did the skilled 
workers,' and thousands of them continued to receive mcomes inadequate 
to maintain decent livelihood. As between urban and rural labor, how- 
ever, the gains seem to have been fairly evenly distributed. Contrary to 
the situation after 1890,' the real wages of farm laborers increased, even 
while the exchange value of farm products in terms of other products— 
and therefore the imputed value productivity of the labor producing 
them — was declining.' 

that the wage data were drawn from rapidly growing cities end from occupations in n num- 
ber of wluch the rates were favorably ailcctcd by the organization of labor. Professor 
Wesley C. Mitchell (c/. Gold, Prices, and IKoyrs under Ih Greenback Standard, pp. 92-248) 
reached the conclusion that for all groups real wages increased approximately 60 per cent 
between 1860 and 1890. Dr. W. I. King (c/. Wealth and Income oj the People of the United 
Stater, The Macmillan Company, 1915, p. 189) found a somewhat greater increase in real 
wages than did the other investigators, his indexes of the purchasing power of money wages 
(1890-1899 = 100) being: 1870, 58,2; 1876. 02.0; 1880, 09.0; 1885, 85,7; 1800, 91.0, Accord- 
ing to tins study, then, teal wages increased approximately 08 per cent between 1870 and 
1890. Dr. King obtained his data on money wages from the Aldrich Report, and used the 
wholesale price index as indicative ol the trend of the cost of living. 

' Professor W. C. Mitchell's study, mentioned in an earlier footnote, showed that the 
gain for all groups between 1800 and 1890 was about 57 per cent. Another student. Miss 
Edith Abbott, later worked over that part of the data pertaining to the unskilled, with 
certain supplementary evidence, and reached the conclusion that the increase in the real 
wages of the unskilled was approximately 44 per cent. [Cf. " Wages of Unskilled Labor in 
the United States, 1880-1900,” Journal of Polilical Economy, vol. 13 (1905), pp. 321-387]. 
These diverse conclusions might be due to diBerences in method on the part of the two 
investigators, but more probably they indicate that the unskilled workers were not gairung 
as much as were the skilled. 

’ Cf. infra, pp. 99-100. 

® Owing to the fact that many of the commodities included in indexes of wholesale prices 
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Progress of the American Workers, 1890-1930.— More detailed 
examination of the facts and greater attention to methods of measure- 
ment must characterize our study of the trend of real earnings from the 
final decade of the nineteenth century to the beginning of the great depres- 
sion of the 1930’s. In spite of the upsetting character of developments 
during the post-1939 years, and the curtailment of the real incomes of 
persons in almost all walks of life, the status of the wage-earning class 
today is a heritage of the progress made during the four decades with 
which we are immediately concerned, and the problems confronting the 
present generation can be intelligently attacked only if there is compre- 
hension of the extent of this progress and of its social and economic deter- 
minants. It is comforting to know, also, that the factual information 
upon which our conclusions must be based is more reliable than that for 
the earlier periods, and that we shall not so frequently have to introduce 
the “seems to be approximately” element. 

To say that the period here under survey was one of social and eco- 
nomic changes, far-reaching in their implications and frequently upsetting 
in their rapidity, is only to state what all know; but it is, nevertheless, 
essential for interpretative purposes that the changing background of 
labor’s material progress be kept in mind. Price movements, in the first 
place, played a more or less constant part in determining the material 
advancement or retrogression of the workers. The long post-Civil War 
decline continued until 1896, but it was followed by an upturn and a 
steady rise until 1913, when wholesale prices were approximately 47 per 
cent above the low level of 1896 and the cost of living about 38 per cent 
higher. During the World War, prices on the average more than doubled, 
then dropped to about 70 per cent above the 1913 level and remained fairly 
constant until 1929, when the 1929-1983 decline commenced.* Almost 


and the cost of living ate not actually purchased by farm workers but are received by them 
as part of their payment in kind (a fact more true daring the years 1870-1890 than mote 
recently), the increase in money rates affords a better criterion of the general gain during 
this period than an attempt to construct index numbers of real wages. According to a 
study published by the U. S. Department of Agriculture in 1913 {Bvlleiin 99), daily wages 
of labor engaged in other than harvest work increased from 74A cents in 1869 to 83.9 cents 
in 1890, these averages being wage rates without board. For farm workers receiving board, 
daily rates increased from 69.3 cents in 1869 to 79.1 cents in 1800. This was during a 
period when the cost of clothing, household goods, and other things purchased by farm 
workers was declining. Harvest labor was paid somewhat higher wages during this 
period, but the percentage of increase was approximately the same. 

* The Bureau of Labor Statistics index numbers of wholesale prices for the various 
years were as follows (1936 = 100); 1890, 56.3; 1896, 46.5; 1907, 63.5; 1913, 68.1; 1918, 
1315; 1930, 164.4; 1933, 100.6; 1939, 96.6; 1930, 86.3. Cf. "Handbook of Labor 
Statistics,” U. S. Bureau of Labor Statistics, BvBetin 641, 1931 edition, p. 691. Professor 
Douglas’ cost of living index for nonagrlcultural areas indicated the following trends 
(1890-1899 = 100): 1890, 104; 1896, 99; 1907, 136; 1913, 137; 1918, 318; 1930, 386; 1933, 
334; 1936, 341. Qf. F. H. Douglas, Real Wages in the United States, p. 60. As was stated 
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equal in importance to a knowledge of general price movements is a 
familiarity with the relative price movements of different groups of com- 
modities, especially of farm products and others, since these relative price 
movements indicate the exchange value of the commodities produced by 
different industries or groups of industries and therefore (together with 
the number of units produced) the increase or decrease in tlie fund of 
value from wliich workers may be reimbursed. As is indicated later,' a 
factor of not negligible importance in determining the increase or decrease 
in the earnings of industrial workers has been the increase or decrease in 
the exchange value of farm products in terms of the commodities pro- 
duced by manufacturing and other enterprises. Prior to the end of the 
World War, the price of farm products increased more rapidly than did 
the prices of all eommodities, the former rising by about 42 per cent 
between 1890 and 1913 and by about 107 per cent between 1913 and 1918, 
and the latter by about 23 per cent between 1890 and 1913, and about 
87 per cent between 1913 and 1918.- The exchange value of farm prod- 
ucts in terms of other commodities was evidently rising substantially 
during this period.' Beginning in 1918 or 1919, however, the prices of 


in the preceding chapter (c/. pp. 48-51), the Bureau of Labor Statistics cost of. living index 
shows the some general trend, although the already explained dilTcrcnces in method of 
construction hare resulted in a slightly greater increase in the cost of living being shown for 
the period following 1014. The Bureau's cost of living indexes for the years following 
1013 are (1013 = 100). 1018, 177.3; 1020, 210.5; 1023, 100.7; 1020, 174.8; 1020, 170.2; 
1030, 100.0. C/. Btilldin Sil, p. 00. Professor Hansen’s eost of living index figures for 
that part of the period extending through 1023 arc (1013 = 100); 1800, 77; 1007, 00; 1013, 
100; 1018, 150; 1020, 208; 1023, 171. C/. A. H. Hansen. “Factors Affecting the Trend of 
Real Wages,’’ American Economic Renew, vol, IS (March, 1025), p. 32. The National 
Industrial Conference Board's data show the same general trend of living costs. Cf. its 
publications. Cost o/ lining in the United States, JOSS, and Wages in Ike United Stales in 
1931, pp. 34 and 04. 

' C/. infra, pp. 30-100. 

' The Bureau cf Labor Statistics index of wholesale prices of farm products (1020 = 100) 
stood at 60.4 in 1800 and 71.6 in 1013, showing nn increase of opproximately 42 per cent , 
The “all commodities" index numbers for the txco years were 60.2 and 03.8, respectively, 
showing an increase of about 23 per cenL The same relative trend conUnued on through 
1018, the index tor farm products rising from 71.5 to 148.0, or about 107 per cent, and that 
for all commodities from 00.8 to 131.0, or about 37 per cent. U, S. Bureau of Labor 
Statistics, BnUetin Sil, p. 501. 

• Perhaps it is unnecessary to point out that it would not be strictly accurate to divide 
the index numbers for farm products, for given years, by the “all commodities” index 
numbers for the same years, in order to determine the trend of e.xchange value of farm 
products, since the "all commodities" index itself includes the group of farm products. 
To he speciBc, the Bureau of Labor Stnristics “all commodities" index includes form 
products, foods, hides and leather products, fuel and lighting, textile products, metals and 
metal products, building materials, chemicals and drugs, house furnishings, and a miscel- 
laneous group. Nevertheless, these computations of percentage increases or decreases in 
the price of farm products and of “nil commodities" are suggestive of the trend of the 
exchange ratios. 
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fann products began to lag. The wholesale prices of all commodities 
rose about 12 per cent between 1918 and 1920, ‘ while those of farm prod- 
ucts increased only a little more than 1 per cent.® In the downward price 
trend that began after 1920, the prices of farm products— contrary to a 
certain amount of popular opinion— appear to have declined in about the 
same proportion as did those of other commodities,® the former dropping 
about 33 per cent between 1920 and 1926 and 12 per cent between 1926 
and 1930, and the latter 32 per cent and 14 per cent during the same 
two periods.® Still a third characteristic of the period 1890-1930 was — 
over the whole period, and ignoring the falling off of production during 
business depressions— the appreciable increase in the national wealth 
and income. Indexes of physical production and of per capita real 
income, discussed in the following chapter in connection with the ques- 
tion of how well the workers have fared in comparison with other economic 
classes, indicate that the quantum of goods and services available for 
consumption or saving has increased, on the per capita basis, at an aver- 
age rate of somewhat more than 2 per cent per annum.® At least a strong 
presumption is created by this fact that some increase in real wages 
during the period was to be expected.® 

Other conditions, changes, and trends in the background of labor’s 
material progress should be mentioned prior to an examination of the 
extent of this progress and an analysis of the reasons for it. While 
physical production was increasing and prices were fluctuating in the 

^ From 138 to 154 according to the Biirena of Labor Statistics index figures (1926 = 100). 

’ From 148 to 150 according to the same index (same base). 

® Attention may be called to the fact that the loss of the farmers, relative to other groups 
of producers, is largely a consequence of the fact that between 1918 and 1920 farm products 
rose less rapidly than did those of other commodities. Prior to 1918, the producers of 
farm commodities were gaining in rebtion to other groups of producers, and they did not 
lose relatively after 1920. 

* Prices of farm products dropped from 150 to 100 between 1920 and 1926, and from 
100 to 88 between 1926 and 1930; tWe of “all commodities" from 154 to 100 and from 100 
to 86 during the same two periods, respectively. U. S. Bureau of Labor Statistics index 
figures, 1926 base. 

® 0/. pp. 139-143. See also W. I. Eng, Wealth ani Income o/ the People of the United 
Slalei, pp. 106-154; W. I. Eing, The Nalimal Income and Us Purchaeing Power, pp. 73-104; 
M. A. Copeland, “The National Income and Its Distribution," Recent Economic Changes, 
vol. 2, pp. 757-766; E. E. Day, “An Index to the Phyrical Volume of Production," Retiew 
of Economic Statistics (1924), pp. 198-204; E. E. Day, “Measurement of Variation in the 
National Income,” Journal of American Statistical Assomation, vol. 17 (March, 1921), 
pp. 652-559; W. W. Stewart, “An Index Number of Production,” American Economic 
Reeiew, vol. 11 (March, 1921), pp. 67-82; B. E. Day, and W. Thomas, The Orosoth of 
Manufactures (Census Monograph VIII, 1928); P. H. Douglas, Real Wages in the United 
States, pp. 504-548; and the Federal Beserve Board's indexes of total production in factories 
and mines as they appear in the various issues of the Federal Reserve Bulletin. 

' Cf. pp. 206-209, where the reasons why, in terms of economic theory, an increase 
in physical production should result in higher real wages are discussed in some detail. 



UBOn’S PEOGBESS AND PEOBDEMS 


manner just described, the percentage of the population working for 
wages and salaries increased,* manufacturing superseded agriculture 
as the dominant economic activity* (at least when measured by the 
criteria of value of product and percentage of the gainfully employed 
engaged in each), the nation became more and more one of urban 
dwellers,’ and labor in general migrated from the lower-paid to the higher- 
paid occupations to a greater extent than in the opposite direction.* By 
the turn of the century the more desirable free land had been taken by 
settlers, this “natural” regulator of wages censed to operate, and one 
great epoch in American economic and cultural evolution came to its 
close. The "rising tide of immigration” continued until the outbreak 
of the World War, when net European immigration totaled more than 
three-quarters of a million annually, then dropped abruptly during the 
World War period, and was curbed by government policy during the 
years following 1920. Wages of unskilled workers were depressed, or 
kept from rising more rapidly, by the influx of large numbers of "new” 
immigrants from Southeastern Europe, and the labor policies of large 
corporations — ^the tendency to adapt jobs to men ratlicr than men to 
jobs and the maintenance of output by “drive” rather than by induce- 
ment— were influenced in no small part by the character of the immigra- 
tion. Women entered industry in increasing numbers,' and not until 
1920 did the Census show an absolute decrease in the number of employed 
young persons.' The railroad mileage of the country increased until 
about 1920, when an overexpansion began to make itself manifest, and 
then remained substantially constant during the following seventeen 
years.* It was evident by 1914 that the period of rapid internal market 
expansion was nearing its close, and that American producers would 
have to look more and more to foreign markets. With the outbreak of 
the World War, the debtor position of the United States quickly shifted 
to that of world creditor, while tlic demand for American goods abroad — 
purchased largely as a result of government and private loans made to 
European states and individuals — increased the favorable balance of 
trade and brought a feverish prosperity extending into 1920. Three 
major business depressions (1893-1897, 1921-1922, and 1929-35) and 
two minor ones' (1907 and 1914) brought unemployment and wage cuts, 

‘ C/. supra, pp. 27-29. 

' Of. supra, pp. 21-23. 

’ Cf, supra, pp. 24-27. 

* Of. infra, pp. 100-101, where on attempt is made to measure quantitatively the extent 
to which the increase in real average annual earnings has been due to occupational shiiting 
rather than to the payment of higher remuneration for the same tinds of work. 

‘C/.in/ra, PP.S77-380. 

' Cf, infra, pp. 428-424. 

’ Cf. supra, pp, 19-14. 

' Three, if one includes the brief and slight downswing of business in 1924, 
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while technological changes during the War and postwar periods made 
the tactics of old-line, craft-conscious unionism inapplicable, in some 
cases, to the new needs and conditions of job control and brought changes 
in the demand for different kinds of labor— if, indeed, not some diminu- 
tion in the total demand relative to the size of the labor force.^ With 
the establishment of the Federal Eeserve System in 1914 the financial 
and credit structure benefited from the concentration of reserves, more 
elastic deposit currency and note issue, control over the expansion and 
contraction of business by rediscount-rate policy and open-market opera- 
tions, and an improved system of clearings and collections. Nor were 
these economic changes the only factors affecting the material position 
of the workers. At least until 1913' or 1914 the temper of the people 
was one of keen criticism of, and dissatisfaction with, labor conditions 
and the unequal participation of different classes in the national pros- 
perity; and this discontent expressed itself in a series of protest movements 
as well as in the enactment of a substantial body of labor legislation. 
Along with the development of labor legislation went an increasing 
expenditure for social services and public purposes, especially on the 
part of state and municipal governments.^ The increase in free income — 
a factor that does not appear in the data from which index numbers of 
real wage trends are constructed— has, indeed, been of far from negligible 
influence upon the standard of living of urban workers in the last forty- 
five years;* and there is every probability that in the future more rather 
than less of our national income will be distributed, not according to 
value principles, but by social control based (presumably) upon principles 
of equity and need. It is m the light of the background sketched in this 
and the immediately preceding paragraph that the progress of the workers 
with respect to real earnings must be considered.* 

‘ As is indicated dscwLere (cf. p. 6), some 8,990,000 wage earners were employed in 
manufacturing in 1919, as against 8,822,000 in 1929. 

* CJ. infra, p. 182. 

® Professor Douglas’ attempts to measure quantitatively the increase in the standard of 
living imputable to free income are presented on pp. 138-184. 

A number of students and research organizations have attempted to answer the ques- 
tion whether the workers have gained or lost in real income, and how much, for all or part of 
the period here under consideration. We shall rely, for the most part, upon the study of 
Professor Paul H. Douglas (Real Wagee in the United Slates), which is the most complete; 
but a footnote summary of the literature on the subject and the conclusions reached by 
different investigators is worth while. In 1914 Dr. L M. Rubinow published a study of 
the trend of real wages from 1890 to 1912 [“The Rerent Trend of Real Wages,” American 
Economic Review, vol. 4 (1914), pp. 798-817], in which he arrived at the conclusion that 
real wages had declined between 10 and 18 pet cent during this period. Dr. Rubinow 
recognized that there had been a progressive improvement in the standards of living of the 
workers, but the seeming paradox of lower real wages and higher family standards of living 
he explained by citing the decrease in the size of the average family and the increasing 
number of women, married as well as single, taking employment to add their earnings to 
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It would be worth while, if practical considerations permitted, to 
attempt measurement of the progress of the American workers since 1890 
in terms of all the expressions of worker income suggested in the preceding 
chapter. Such an attempt would, however, inevitably distract from 
emphasis upon a number of agnificant facts, not sufficiently apparent 
in tlie data themselves, and it will be more advantageous to limit our 
survey of the trend to three expressions of* wages: hourly earnings, full- 
weekly earnings, and average annual earnings per employed person. 

the family income. In hia statistical Dr. Rubinov took wnges per week in the bulg- 
ing trades, marfaie and stone cutting and thirteen branches of mnnufnclurc. Wages paid 
in railway transportation, mining, and agricultnrc were not included. Retail food prices 
were taken as indicative of the cost of Hving. Two years Inter Professor II. P. Faircluld 
attempted to answer the question wbclhcr tlic standard of living of common laborers bad 
gone up or down between 1800 and lOOS by tlic metimd of cslimnting the average common 
laborer's income for each of these years, deducting the cost of a family budget of necessities 
in each of the two years from average income, thus ascertaining the portion of family 
Income left for “culture wonts” {“Standards of Living— Up or Down?" vlmfricnn Eco- 
nomic Rcrieio, vol. 0 (March, 1010), pp.8-i5j. figuring con«‘r\'alivc!y, Professor Fairchild 
placed the average common laborer’s 1890 income nl $500. while llic corresponding average 
for 1008 he placed at $000. The cost the average family’s food, bousing, clothing, and 
fuel and light was estimated to have been $482.85 and $516 for the two jxnrs. respectively. 
Bence, 15 per cent of the average family's income was left for “culture wants" in 1890 and 
U per cent in 1008. Professor Fairchad concluded: “One thing seems safe to say— that 
the foregoing data disprove the riglit of onylmdy to assert with serene confidence tlmt the 
standard of living of the American common laborer luis improved.” Another study, 
widely quoted during the first half of the IWO's, is that of Professor Paul H. Dougins and 
Miss Frances Lnraberson, which attempted to cart)’ the study of Dr, Rubiuow down to 
1018 (“The Movement of Real Woges, IMO-IOIB,” /Imrricoa Economic Rerfcir, vol, 11 
(1021), pp. 460-4271. This was a study of the purchasing power of wage rales (ns Dr. 
Rubinow’s bad been) and is therefore not comparable with Professor Douglas' more recent 
studies of average earnings. In the case of three of the ten groups of workers covered by 
the study, payroll figures were used to get wage rates; in the other seven eases union 
scales were used. Retail food prices were used as indicative of tlic cost of living. The 
study showed that, largely owing to the wage and price movements between 1907 and 1912 
and in 1016-1917, when the prices food increased more rapidly than wage rates, the 
purchasiDg power of wages per hour as well as of wages per full-time week was less In 1918 
than in the ISOO’s. The authors condud^ that in 1918 “the purchasing power of the 
established week’s work was from 20 to 80 per cent less than in the nineties, and from 10 to 
20 per cent less than in 1015.” The diBctcnce between the Rubinow and earlier Douglas 
coQcIurions, on the one hand, and those quoted in detail later as giving the most accurate 
portrayal of the trend, are to be ottributed partly to the use of retail food prices os indica- 
tive of the advance in the cost of living, partly to the use of union scales, wHch understated 
the actual woges paid during the war period, partly to the fact that hourly and w’eekly 
rates of pay do not show the unusual number of promotions to better jobs which occuircd 
during the war period. A fourth study is the National Bureau of Economic Research’s 
two-volume report on The Income t« the United Stafet (1D21), which contained catimatei 
of the tread of real earnings of employed persons is tlie main lines of economic activity 
for the decade preceing 1919, Average annual earnings were taken in this study as the 
best expression of worker remuneration, money earnings being deflated by the use of the 
Bureau of Labor Statistics' cost of living index. The index numbers of real of all 
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The last-named expression is, for reasons suggested in the preceding 
chapter, the most illuminating with respect to progress or retrogression 
of the standard of living, while the hourly earnings are more suggestive of 
the increase or decrease in remuneration for a given unit of work, and 
full-time weekly earnings indicate the effect upon incomes of changes 
in the number of hours constituting the standard or established week.^ 
None of the three indicates the influence of unemployment upon the trend 
of earnings, and any generalizations warranted by the data must therefore 
be qualified by allowances for unemployment in each of the several years. 
We shall, moreover, wish to ascertain the relative sharing of different 
groups of workers in any gains that have been made, the extent to which 
these gains have been due to occupational shifting rather than to the 
receipt of more remuneration for the same kinds of work, and the influ- 
ence of the relative prices of farm and other products upon the status of 
urban and rural labor. In view of the form in which our information 
has been compiled, it will be convenient first to survey the trend of earn- 
ings from 1890 to the middle of 1920’s, and then to indicate what increases 

groups arrived at by this study were (1918 = 100): 1014, 08.4; 1015, 03.6; 1916, 104.4; 
1917, 103.0; 1918, 94.3. A dftb study to be mentioned in this bibliograpbical account is 
tbe one published by Professor A. H. Hansen in 1925 ["Factors Affecting tbe Trend of 
Real Wages,” Ammaa Ecommie ftednc, vot 16 (1925) pp. 27-42], wbicb we have already 
quoted from freely; and a sixtb is Professor Douglas’ 1926 report on real-wage trends 
["The Movement of Real Wages and Ita Economic Significance,” Ameiim Emmie 
Bam, Supplement, vol. 16 (1916), pp. 17-68]. For the most part the results set forth 
tentatively in the last-named study have been incorporated in Professor Douglas' more 
recent booh on teal wages, and therefore they need not be snmmarised here. Professor 
Leo Woltnan has summarized the trend of wage rates since 1012 in Remt Emmie CAonjss, 
vol. 2, pp. 436-446, and Professor Morris A. Copeland has estimated the trend of labor 
income in the same volume, pp. 766-778. Dr. W. I. King’s recent study of the national 
income {The Ifalimal Imme and lt» Pmkamg Pam, 1030) estimates the trend of the 
purchasing power of the total share of employees and of the return per employed person 
and wage earner, for industry as a whole. While tbe conclusions do not involve differences 
that are significant for our present purposes from those of Professor Douglas, the tables and 
charts on pp. 77, 80, 81, and 87 should be consulted. The wage studies of the National 
Industrial Conference Board should also be mentioned, especially iTajM in ihe VnUed 
States, lUJrlSSO (1931) and Waga k the UnSed Stoles in 19S1 (1932). Bulletm 499 of 
tbeH. S. Bureau of Labor Statistics, “History of Wages in the United States from Colonial 
Times to 1928” (1029) is valuable lor source material, although leaving much to be desired 
from the viewpoint of the student mshing comparability of data and uniformity of 
classification. 

* Possibly it is unnecessary to remind the reader of the distinction between hourly 
earnings and hourly wages. The latter is the wage rate paid lor an hour’s work, the former 
total earnings during a given week— including overtime pay, bonuses, and other extra 
compensation— divided by the number of hours actually worked. While hourly wages 
may seem, for reasons suggested in the preceding chapter, to be the best indicator of whether 
the workers are receiving greater or less compensation than formerly lor a given unit of 
work, bonuses and other stipends are so much a part of regular compensation in many 
cases, and overtime work is such an important factor that there is a strong case for expres- 
sing the trend in terms of hourly earnings instead of in terms of hourly wages. 
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or decreases apparently occurred during the few years just preceding the 
depression. 

Professor Douglas’ statistics for hourly earnings include all manu- 
facturing, the building trades, government employees, coal miners,, 
unsldlled labor, and transportation workers.' Approximately 7,000,000 
workers were included in tlie averages for 1890, 14,900,000 in 1922, and 
14,000,000 in 1926. Table 21 indicates the trend of real hourly earnings, 
beginning with the first of these years: 


Taslb 21.— Reai IIoiniLT Eabnings is AMEnicAX Indubtbt, ISHO-IOZO* 


Year 

lUnl hourly cornlogi 
(181)0-00 *> 100) 

Yew 

Real hour)}' ewnttigi 
(IBSO-PD s 100) 

1890 

05 

1008 

IDS 

1801 

03 

1000 

109 

1802 

09 

1010 

105 

1803 

101 

ion 

103 

1891 

102 

1012 

100 

1805 

101 

1013 

107 

1800 

100 

1014 

105 

1897 

90 

1015 

no 

1898 

100 

1015 

110 

1800 

101 

1017 

IDS 

1900 

101 

1018 

105 

1001 

102 

1010 

107 

1002 

103 

1020 

lie 

1903 

103 

1021 

122 

1004 

104 

1022 

124 

1905 

lOG 

1023 

132 

lODO 

107 

1924 

13P 

1907 

104 

1025 

135 



1020 

133 


* fTaget fn iht Vnitti SMtt, p. 205. Ench poup bns been wcigbkd necording to the number of 
Twkcri employed in 1000. The weigliU net listed and cxplnineil by Professor Douglo' on pp. 204-905 of his 
book, and Information about the eources of infwmnllon on Iiourly and fuH’llmc weekly earnlngi in clmplcri 5 
to 11 incluiiTe. The meUiods used were ciplained in some detail in Ibe preceding cluiptcr. Money earnings 
were reduced to a real buis by tlic cost of firing index explained on pp. 51-52. This and Uic following tables 
from Rtal Weget fn the United Slatee ore reproduced with the pemUsion of tbc outhnr and of Hougbton MilBln 
Company, pubLsbers. 


The general upward movement of hourly earnmgs, in terms of pur- 
chasing power, is clear, but broad generalizations as to labor’s progress 
should be deferred until we have examined the data pertaining to full-time 
weekly and average annual earnings. While the hourly earnings of the 
average worker in 1926 would, according to the above index figures, pur- 
chase 38 per cent more goods and services than in the 1890’s, changes 
in the established and actual working week occurred constantly and were 

^ Three other groups, farm labor, teachers, and ministers are included in tlie estimates 
of full-time weekly earnings, given on p. d4, but absence of statistics on their hours and 
hourly earnings made it impos»bIe to include them in the tabulation here under 
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especially important during the War period. In view of the fact that 
these changes were preponderantly in the direction of a shorter working 
week, full-time weekly and actual weekly earnings increased less rapidly 
than hourly earnings. Daring some of the years when real hourly earn- 
ings increased or remained constant— notably 1893-1894 and 1930-1922 
—widespread unemployment was keeping the average annual earnings 
of the members of the working class from advancing to anything like the 
extent indicated by measurement in terms of remuneration for an hour’s 
work. It should be noted, also, that the gain has been concentrated to 
a very considerable extent in the years of the postwar period. By 1913 
the index was only 7 per cent above the level of the 1890’s, and in 1918 
it was lower than in 1913 and only 5 per cent above the average for the 
last decade of the preceding century. Here again, however, the data are 
somewhat misleading, for steadier employment, more rapid advancement 
to bettc^paying positions, and employment of more members of the 
average family all contributed toward offsetting the wartime failure of 
real hourly earnings to advance. The tabular statement shows that of 
the 38 per cent gain over the entire period, 31 per cent came after 1919.* 

Worker incomes are affected, however, by the number of hours worked 
per week, as well as by hourly earnings, and an expression that takes 
account of changes in the number of hours is therefore desirable. In 
1890 the average number of standard or established hours for industry 
as a whole was 58.4, while in 1926 it was 49.8— a decrease of approxi- 
mately 14 per cent.* In some cases, it is true, changes in the number 
of hours actually worked followed changes in established hours in a very 
laggard maimer, but over toly long periods decreases in the length of 
the standard week have resulted in somewhat the same decreases in the 
number of hours worked. We should, therefore, give some consideration 
to the progress of the workers in terms of full-time weekly earnmgs, and 
then turn to the trend of average annual earnings per employed person. 

The statbtics from which the following indexes of real full-time weekly 
earnings have been derived are more complete than those for real hourly 
earnings, including as they do all manufacturing, the building trades, 
government employees, coal miners, unskilled labor, transportation 
workers, farm labor, teachers, and ministers. Professor Douglas has 

‘ Professor Douglas alls attention to the tact tlat the method of changing weights 
(i.e., weighting each group of workers according to the number employed each year instead 
of accoriiug to the number employed in 1890) shows no substantial diSetence in the real 
hourly earnings trend. Average hourly money earnings obtained by this method do not 
ffiler by more than 1 per cent from those ditained by the 1890 weights method. Owing 
to the fact that the average for the 1890-1899 period obtained by the cbnging weights 
method is slightly below that secured by the method of base year weights, the relatives of 
money and real earnings are slightly higher when the former method is used, but never 
more than 2 per cent. 

’ P. E Douglas, op. et'f., pp. 808-S09. 
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estimated that these groups comprised 9,700,000 workers in 1890, 19,200,- 
000 in 1922, and 18,300,000 in 1920.* Table 22 should be compared with 


Tjiblb 22.— Tbehd of Real Full-time Weekly Eaunihos in All Indosibi' 
(1800-1800 = IfiO) 


Year 

Real full<timc weekly earn* 
ings (wciglila ^ nuoiUr 
cmplostd in 1800] 

Real {ull'lime weekly earn* 
ingii (weiglits » number 
emploitd eaeb year) 

1800 

07 

08 

1801 

00 

100 

1802 

100 

100 

1803 

101 

102 

1801 

102 

102 

1809 

101 

101 

1800 

100 

100 

1807 

00 

08 

1803 

100 

00 

1800 

100 

00 

1000 

00 

08 

1001 

00 

08 

1002 

00 

08 

1003 

08 

07 

1001 

100 

00 

1009 

102 

101 

1000 

102 

101 

1007 

100 

00 

1003 

103 

102 

1000 

103 

103 

1010 

100 

00 

1011 

08 

08 

1012 

100 

100 

1013 

100 

100 

1014 

00 

100 

1019 

102 

104 

1018 

102 

104 

1017 

00 

08 

1018 

07 

100 

1010 

07 

101 

1020 

00 

103 

1021 

100 

100 

1022 

no 

114 

1023 

no 

121 

1021 

118 

123 

1025 

118 

124 

1020 

119 

125 


* Taken from Tables 70 and 77 of P. H. Douglai, op. cit, pp. JKWll, 

the preceding one, in order that the effect of changes in the number of 
established hours may be recognized, and the differences in results accord- 
ing to the weighting method employed— an indication of the gain due to 

‘ M, p. 204. 
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sLiiting from low-paid to better-paid occupations— should be given care- 
ful attention. 

Several facts of significance are indicated by this table and by a 
comparison of it with the preceding one. In the first place, the general 
upward trend is, of course, apparent, as is also the same chronological 
concentration of gains that is shown by the indexes of teal hourly earnings. 
There was little progress during the 1890’s, or on to 1914, and without the 
allowance for occupational shifting that results from weighting the 
constituent groups according to the number employed each year, the close 
of the Wat found real M-time weekly earnings helow the level of the 
1890’s, The bulk of the gains came during the years foDowing 1950. In 
the second place, the effect of reduction in the length of the average work- 
ing week is indicated by a comparison of the two tables. Eeal hourly 
earnings were 38 per cent higher in 1956 than m the 1890’s, but real full- 
time weekly earnings (both computed by the method of weighting the 
constituent groups of workers according to the number employed in 
1890) were only 19 per cent higher. Were the data entirely comparable, 
the obvious conclusion would be that the gains made when consideration 
is given the shortening of the working week were only about half as great 
as those shown by the hourly earnings measurement.* In the third place, 
it may be noted that the effect of changes in the length of the working 
week upon weekly earnings was unequally distributed throughout the 
period here under consideration. The indexes of real hourly earninp and 
real full-time weekly earnings show comparatively little difference for the 
first ten years, the numbers for 1900 bring 101 and 99, respectively (with 
the groups again weighted according to numbers employed in 1890). 
From 1900 to 1914, however, reduction in the length of the average work- 
ing week had a somewhat greater influence upon weekly incomes. Eeal 



period, while full-time weekly earnings without allowance for the move- 
ment of workers from low-paid to bette^paid occupations were no higher 
in 1914 than in 1900, the index number for both years being 99. During 
the War period, as is indicated elsewhere in this volume,’ the movement 
for shorter hours made real progress, and the effect upon weekly earnings 
is revealed by a comparison of the two tables. Eeal hourly ■earnings 
increased slightly more than 5.5 per cent (from 106 to 115) between 1914 
and 1950, while real full-time weeMy earnings (again, for the sake of 
comparability, using the estimates arrived at when the constituent groups 

1 However, the 6at» ate sot entirely comparable, because Professor Douglas mduded io 
his estimates of full-time weetly eamiugs tie earaiags of three groups-fatm laborers, 
teachers, and ministers-not included in the hourly earnings estimates. Also, it may be 
remarked that the leisure resulting from the shorter working week may itself be regarded 
as a form of compensation, or at least as an important factor in the attainment of a higher 
standard of living. 

> Of. fi!fn,pp. 470-415. 
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were weighted in the seme way, according to their relative size in 1800) 
failed to advance, the 1020 indez number (09) being the same as that for 
1000 and lOM. Changes in tlic number oi established and actual hours 
did not occur with such rapidity after 1920, and real remuneration per 
full-time week did not lag greatly behind real hourly remuneration. The 
tables show that real hourly earnings advanced 23.2 per cent (from 112 
to 188) between 1920 and 1928, and real full-time weekly earnings for the 
same kinds of work a trifle more than 20 per cent (from 99 to 119). In 
the fourth place, attention should be called to the clicct upon weekly 
incomes of migration of workers from low-paid to higher-paid occupa- 
tions. In the left-hand column of the last table, as has already been said, 
the constituent groups have been weighted according to their relative 
size in 1800, and in the right-hand column according to their relative size 
each year. To the extent that migration was from higher-paid to lower- 
paid oceupations, then, the right-hand series would be expected to show 
leas increase; to the extent that migration was in the opposite direction, 
it would bo expected to show a grciitcr increase. Of the sum-total clfcct 
of occupational changes there can be no question. As against an indi- 
cated gain of 19 per cent between the 1890’s .and 1928 when no account 
is taken of changes in the relative importance of occupations, a gain of 
25 per cent is shown when this factor is included by the method of chang- 
ing weights. In other words, neatly one-fourth of the advance in real 
full-time weekly earnings enjoyed by the workers was due to the fact that 
a larger proportion of tliem were employed in the higher-paid occupations 
rather than to better rates of pay for the same work. It is worthy of note, 
also, that prior to 1914 substantially the same progress, or lack of progress, 
is indicated by both series, and that the first appreciable gains from 
occupational migrations occurred duruig the War, Apparently the war- 
time movement of workers into the bcltc^pnid occupations did little 
more, however, than to offset tlic decline in real full-time weekly earnings 
for the same kinds of work. From 1917 on through 1920 the purchasing 
power of full-time weekly earnings without allowance lor shitting to 
better-paid occupations was below the level of the 1800’s, and it this 
allowance is made, it was only 3 per cent above in 1020. For the period 
1920-1926 the differences indicated by the two methods are not great; 
real full-time weekly earnings increased 20.2 per cent (from 90 to 119) 
when measured by the constant weighU method, and 21.8 per cent (from 
103 to 125) when measured by the method of changing weights. 

But for reasons indicated in the preceding chapter,* average annual 
earnings per wage earner or per employed person afford a better criterion 
of standard of living progress than do hourly or weekly earnings, even 
though they may be less illuminatmg with respect to real compensation 
for tte or output units of work. Overtime, absenteeism, short time, 
and all "unemployment within employment” that does not result in the 
'(lf.iiUn,pp,44-iS, 
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severance of the workers’ names from the payroll are included within this 
category. Somewhat greater attention should therefore be given the 
measurements of material progress in terms of this expression of earnings. 

Table 23 presents the composite indexes of real average annual earn- 
ings for nine important groups of workers : wage earners in manufacturing, 
wage earners on the railways, workers in public utilities such as street 
railways, telephones, telegraphs, and gas and electrical companies, clerical 
workers in manufacturing and on the railways, coal miners, federal 
employees, teachers, ministers, and farm labor. Professor Douglas has 
estimated that the composite average represents the earnings of 16,900,- 
000 employed workers in 1920, or 73 per cent of those who worked for 
wages or salaries in that year. Building trades workers and general 
unskilled labor, numbering in 1920 about 4,600,000 persons, are not 
included in the estimates of average annual earnings, owing to the lack 
of statistics on annual earnings. 

This table, like the preceding one, deserves detailed analysis. The 
fact that stands out most clearly is, of course, the indicated improvement 
in the relative well-being of the workers. For all groups the gain between 
the 1890’s and 1926, with allowance made for the drift of labor from the 
lower-paid to the better-paid occupations as well as for increased real 
remuneration within the occupations, was 35 per cent, or approximately 
one-third. Only one-fifth of this gain had been realized by 1914, and 
about half of it came during the years following 1920. In the second 
place, a comparison of the trend of real average annual earnings with 
that of real full-time weekly earnings is of significance. While the latter, 
as the preceding table indicates, increased 25 per cent during the period 
ending m 1926, the former increased 10 per cent more, allowance being 
made in both cases for changes in the relative importance of different 
occupations.* The difference in results is suggestive of the importance 
of the factors in annual remuneration— bonuses, steadier employment, 
more overtime pay, reduction in absenteeism— which do not influence 
hourly or full-time weekly rates, and which exert less influence upon 
hourly and full-time weekly earnings than upon annual remuneration. In 
the third place, it may be observed that real annual earnings did not 
increase at a more rapid rate than real full-time weekly earnings during 
the early and late years of the period; the chief influence of the factors 
entering into annual earnings but not into full-time weekly earnings seem 
to have been exercised between 1914 and 1920.* 

■ The data in the two tables are not strictly comparable, since the building trades and 
unskilled labor were included in the estimates of fuH-time weekly earnings, but not in those 
of average annual earnings. This lack of complete comparability is not, however, sufficient 
to explmn the differences in the two index series, and the greater gain shown by the average 
annual earnings measurement is due chiefly to the influence of the elements of annual 
remuneration which this category includes but the other one does not. 

* The 1900 index number was in both cases the same (98). Between 1900 and 19U, 
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The effect of the moTement d the earnings of farm labor upon the 
general trend should be scrutiimed carefully. For the entire period, and 

Tme 29.— Eeil Amsos imM EtB.'uaes or Wiou Esmniis in All InmiBiaiis 
(18(IH8S9 = 1M)‘ 


^dgbti outsbcreopl^a 1 S(K) Weighta b sitmbtt tmplo^d ia eub pear 
y«r 

EKlndiag lira tabor lodadisgiara tabor Entuding fata tabor loclodiog farm labor 



ioTOK, teal M-time weekly eatnings increanei only about 2 per rant (trem 28 to 100), 
wbllc tcel avetage annual eatnlnga iucra«ej about 8 per cent ((torn 28 to 107), both urban 
and rural labor being Included and the method of changing weigbU naed in each caee. 























m mND OP PEAL EARNINGS 


with allowance for changes in the relative importance of occupations, the 
inclusion of the earnings of farm labor results in a 6 per cent greater 
gain than is shown for all groups except rural labor. Two facts account 
for this difierence: the gains made by agricultural workers during the 
War period, when, as has already been indicated, the exchange value of 
farm products in terms of other commodities was increasing; and the 
declining relative importance of agriculture during the years when farm 
labor was in a disadvantageous position as compared with urban labor. 
Indeed, the results arrived at by the method of constant weights, pre- 
sented in the first and second columns of the table, show that over the 
entire period all groups (rural as well as urban) gamed slightly less than 
did nonagricultural labor (23 per cent as against 25 per cent) ; it is only 
in consequence of allowance for the drift of workers from one occupation 
to another— an important part of which was the movement from agricul- 
tural to nonagricultural work after 1918 or 1920— that the gain for all 
groups by 1926 is greater when farm labor is included. It is in point to 
note, also, that the effect of the mclusion of farm labor upon the composite 
index varies by years and periods. Throughout the 1890’s the real 
average earnings of the nonagricultural group varied but little from those 
of the combined group, the “excluding-faim-labor” and “including-f arm- 
labor” index numbers for 1900 being the same, whichever the method 
of weighting the constituent groups of workers. From 1900 to 1914, 
however, the more rapid increase in the real earnings of rural labor had 
the effect of advancing the index for all groups— by 1 per cent when the 
1890 weights are used and by 3 per cent under the method of changing 
weights. During the War— chiefly in consequence of the increase in 
the exchange value of farm products at the farms and therefore in the 
value productivity of the workers engaged in producing them— the 
earnings of farm labor continued to raise the average for all groups. By 
1920, it will be noted, the gain of the combined rural and urban groups, 
allowance being made for occupational changes, was 16 per cent as com- 
pared with the average for the 1890’s, while the gain of nonagricultural 
labor was only 10 per cent,^ But after 1920, with the exchange value of 
farm products lower than in 1918 and depression widespread in the agri- 


Brtween 1914 and 1920, teal M-time weekly earnings rose S per cent (from 100 to 103) 
and real average annual eaminga approximately 10 per cent (from 107 to 118). Between 
1920 and 1920 real full-time weekly earnings increased about 21 per cent (from 103 to 126), 
while real average nooiml earnings rose only about 14 per cent (from 118 to 136). Over 
the entire period since 1914, and also since the ISOO’s, however, average annual earnings 
increased more than full-time weekly earnings. 

* Or, between 1914 and 1920 real average earnings mduding farm labor and allowing 
for occupational changes (t.e., using the method of changing weights) increased from 107 to 
116, or 8.4 per cent, while real average earnings excluding farm labor but again allowing 
for occupational changes increased from 104 to 110, or 6B per cent. When allowance for 
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cultural ureas, the earuings of rural workers were a retarding force, offset 
in part by the drift of labor from agricultural to nonagricultural occupa- 
tions.' Over tie entire period, bowever, the effect of the farm labor 
gms before 1918 and of tbe diminisbing relative imporlauoe of agricul- 
ture employment alter tbe War, when farm workers were losing relative 
to tbeir urban brethern, was to bring an advance in the real annual earn- 
ings of all groups some 0 per cent greater than that enjoyed by non- 
agriculture workers. 

Finally, attention should be turned to the effect of tbe changing 
relative importance of occupations upon real annual incomes. It is 
almost unnecessary to say that our understanding of the material progress 
of tbe American workers would be incomplete were we unable to differ- 
entiate between that part of the improvement in status attributable to 
shifting from lowc^paid to better-paid groups and that part consequent 
upon an increase in tbe real earnings of those remaining in the same 
eceupational groups; and the two methods of weighting included in our 
table afford the best means of malting this differentiation. By multiply- 
ing tbe averages of money earnings in tire various years for each line 
of work by the relative number employed in those industries in the base 
year of 1890, and then constructing the indeses of money and real earn- 
ings, a portrayal of the trend without allowance for the increasing relative 
importance of the higher-paid occupations (or rice me) is obtained; 
while by multiplying tbe averages of money earnings in the various years 
for each line of work by the number employed in each of these occupations 
each year, and then constructing the index numbers, allowance is made 
for the drift of workers from one occupation to another. A comparison 
of tbe two index series then reveals the extent to which occupational 
shifting, as against increased remuneration within occupations, has been 
responsible for any gains that may have been made. 

Tbe fact of most significance in this connection is that approximately 
one-third of tbe 35 per cent gain in real annual earnings by 1920 was due 
to the relatively larger number of workers employed in the higher-paid 

occupatioaal dunges is aot wade (*.«., irliea the groups ore weighted for each year accordiog 
to their relative 8izeinl8B0),thceffcetofthe inchrsion of rural earaiags is the same, but the 
degree of diSereaee between the "iacludbij" and “cidudiog'’ iadeses is less. Oa this 
basis real average aaaual earaiags eseiudiag [am labor rose from 101 to lOO between 

1914 and 1900, or 4.0S per eent, while when fam labor is included they rosefromlOi to 108, 

orS.88perceat. 

' It will be noted that the indes number (dmuglng weights method) k 17.2 per cent 
higher in 1920 than in 1920 if farm labor is esdudedundlO.4 per cent higher ifitisinduded, 
the increases being from 110 to 120 and from 116 to 198, respectively, men the method 
of constant weights, which does not allow for the diminisbing r^tive importanw of 
agricultural occupations during tbk period, is used, the dUerence is even greater. lJudet 
tbe constant-wdghtB method, real annual earnings exduding farm labor rose 17,9 per cent 
(from 106 to 126) between 1920 and 1926, and induding farm labor tbw -sse only 13.9 per 
ce&t (from 108 to 123) during the same pe^d. E» * 
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occupations rather than to higher real earnings for the same Irinds of 
work. The second and fourth columns of our table show that for both 
urban and rural labor the gain was only 23 per cent without allowance 
for the drift of workers into better-paid jobs, and some 12 per cent more 
when this allowance is made. It may be noted, also, as it was in connec- 
tion with the trend of real full-time weekly earnings, that occupational 
shifting did not become an important influence until after 1900, and that 
it was of greater consequence after 1914 than during the first decade and 
a half of the present century. As a matter of fact, the 1900 index number 
is 1 per cent lower (in terins of the 1890-1899 base of 100) when the 
groups are weighted according to the number employed in each year than 
when they are weighted according to the number employed in 1890. 
Between 1900 and 1914, however, migration from the lower-paid to the 
higher-paid occupations began to have a real influence upon annual earn- 
ings, and of the 7 per cent gain that had been realized by 1914, a full 5 per 
cent was due to the drift of workers into the better-paid places.^ The 
same influence continued to make itself felt, with even somewhat greater 
force, during the six years following 1914, and of the 16 per cent gain that 
had been made by 1920, 8 per cent, or one-half, was due to the changing 
importance of occupations.® During the period from 1920 to 1926 real 
annual earnings without allowance for occupational changes increased 
13.9 per cent (from 108 to 123), and with such allowance 16.3 per cent 
(from 116 to 135). The great importance of changes in the relative 
importance of different occupations can therefore be seen. Since our 
primary interest here is in measuring the relative well-being of the 
workers, the index series that includes all groups and takes cognizance 
of that part of the improvement resulting from the drift of labor into 
better-paid occupations as well as of that part imputable to higher real 
earnings within occupations is preferable. It is well to remember, how- 
ever, that of the 35 per cent gain over the period ending in 1926, 12 
per cent, or one-third, was due to shifts in occupations rather than to 
increases in earnings obtained by those remaining in the same occupa- 
tional groups. ”97 7 

The foregoing tables of relative real hourly earnings, real full-time 
weekly earnings, and real average annual earnings, and the discussion 
of them, should have given a fairly adequate basis for generalizations 

‘ That is, the index number when constant weights are employed was 102, and when 
changing weights (allowing for changes in the numerical importance of occupations) are 
employed, it was 107. Or— another way of saying the same thing— on the constant weights 
basis the increase was from 99 to 102, or slightly more than 3 per cent, and on the changing 
weight basis it was from 98 to 107, or more than 9 per cent. 

“That is, the constant weighu index stood at 108 in 1920, and the changing weights 
index at 116. Or, between 1911 and 1920 real average annual earnings without allowance 
tor occupational shifts increased from 102 to 108, or 6.8 per cent, while withto allowance 
th^ increased from 107 to 110, or 8.4 per cent#**'’' ^ 
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as to the progress of the American workers after the 1890’s, It hardly 
needs to be said, however, that the progress of all groups has not been 
the same and that unemployment has both reduced annual earnings and 


TsbiiE 24.— IIeuiivs Gaws m Keai, Eaikisos or DirranEsi Gnoors m iKDOBmt 
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caused greater fluctuations from year to year than are shown by our 
indexes. Comparative progress of the different constituent groups should 
therefore be taken into account and an attempt be made to measure the 
influence of unemployment upon the trend of real earnings, prior to a 
summary of real wage trends since 1926. 

In Table 24 the movement of relative real earnings for eleven groups 
of wage earners and salaried persons is presented. Owing to the charac- 
ter of the data from which the computations have been made, indexes 
that are. entirely comparable cannot be presented;* and more groups are 
included in the table than in the combined indexes of real average annual 
earnings that have just been discussed. One’s knowledge of the progress 
of the workers will be more complete, however, if one will scrutinize 
carefully and compare the gains or losses of each of the several groups. 

The table is almost self-explanatory, and only a few things need be 
said by way of emphasis or qualification. Wage earners employed by 
manufacturing concerns, public utilities, and the railroads, coal miners, 
teachers, unskilled labor, and the building-trades mechanics had all 
made substantial progress by 1926, although some of the groups gained 
considerably more than others. Farm laborers, on the other hand, out- 
distanced all other groups except the miners in the relative advances until 
1920, and then began to lose, and by the end of the period were receivmg 
earnings with only 8 per cent more purchasing power than in the nineties. 
Salaried and clerical workers in manufacturing and transportation suffered 
serious losses during the Wax and early postwar periods, and by 1926 the 
purchasing power of their average annual earnings was only 3 per cent 
higlipr than it had been during the ten years before 1900. Government 
employees and ministers, whose salaries adjust themselves to changes in 
the general price level even more tardily than do those of salaried persons 
in manufacturing and transportation, suffered absolute losses during the 
period. In 1920 the real annual incomes of federal government employ- 
ees, excluding the postal group, were only a trifle more than half as large 
as they had been during the closing years of the preceding century, and 
they were 30 per cent lower in 1926.* Teachers and coal miners made the 


1 In each of Professor Douglas’ chapters on hourly, full-time weekly, and average annual 
earnings (op. A, Chaps. B to 11, inclusive, and IS to inclusive) of particular groups, 
there is detailed discussion of sources and character of the wage data and meth^ of 
rnmpiiii. ti nT' The expressions of worker income used in each of the eleven cases m the 
table are stated in the footnote that accompanies it. 

* It should be mentioned, however, that Professor Dougias drew 1 m data on gov^ent 
employees other than those in the postal service from federal employes m Washin^on. 
It is likely that the inclusion of employees of the state governments and large munici^h- 
ties would have resulted in the showing of a smaller loss. One reason for this is that employ- 
ees of the states, and even more so of the municipalities, are l«s pemanently and 
itremovably attached to the public service than are federal workers m Waskngton, and e 
earnings ate therefore more influenced by demand and supply factors in the labor market 
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greatest relative gains, but these vere largely a consequence of the fact 
that money earnings of both groups were very low in the nineties.^ The 
fluctuation in the relative real earning of coal miners from year to year 
is explained by the fact that this index series, unlike the otJicr ten in our 
table, makes allowance for unemployment.* The same chronological 
concentration of gains tliat was noted in our survey of the general trend 
of real earnings is, with some difference, to be observed in this presenta- 
tion of the trend for spcciftc groups.’ 

There still remains, however, the question of how unemployment 
influenced the trend of real earnings during this period. Greater empha- 
sis has been placed, in this chapter, upon measurcmcnl of the trend in 
terms of real average annual earnings than upon Uic movement of real 


in genmi. Also, scftttcring ob^'aUons ot tlie vngc pollcj' of llic more populous nnd 
progressive steles and municipiililics mould iodicete there was belter odjiislmcnl of 
salaries to tlic cost of living irlien prices were fid^imclDg rapidly tlian in the ease of the 
federal government ns an cn)plo)‘cr. 

^ For example, average annual earning teachers in 1600 were $£S{t, and in ID2G. 
$1277 (P. H. Douglas, p. 382), Oa tlie olhn hand, average annual earnings of 
employed wage earners in manufacturing indnstiy ns a whole were $139 in 1890 and $1,SD9 
in 1020 (itid., p. 240). Alllwugb the aimnal earnings of the average worker in mam^(a^ 
turing were therefore $32 higher in 1026 tbao those of the average Icaclter that year, the 
index numbers were 129 and 18C, rq)ceU\'riy, owing to the low earnings of the teachers 
in the ISOO’s. The lengthening of the school year, c^ccially in the rural sections, has been 
one (actor responsible (or the increase in nstrage annual earnings of leaclicrs. The same 
circumstances have been partly responsible for Ibc rriatlvc gains of coal miners. In 1890 
their overage annual earnings were $370, and in 1926 $5,247 (ihid., p. 950), ns against the 
$489 and $1,309 figures for workers in nmoidacluting, but llic miners’ index figure for 1020 
was 132, ns against 129 for the wage earners in manufacturing. 

* Professor Douglas found tlie census figures the number employed iu co.i! mining to 
be unsnlisfaclor}’, and therefore he substituted those collected by the U. S. Geological 
Survey. These figures Lave been dttoibed by F. G. Tryon ns representing "not the 
aggregate number of men actually working at any one lime, nor the a^Tmgc num- 
ber of men who have worked at the lime during the j’car, nor the absolute average number 
on the payrolls, but rather the number rf men commonly dependent on the mine for 
employment They represent the numbw onfinaiily reporting for work when the mine 
starts, plus the obsentees, the men who ho« been working rcccnlb' and who will work 
ngain but who, (or one reason or oBolher, are not on hand" (3f»ncnj/ RcMurw oj tkf Vnitti 
S^Ui, 1021, pt. 2, p, 495, quoted Iw Douglas, op. eft., p. 345). The use of this denominator 
therefore resulted in the inclusion of anenqjloyment. For more detniled dbcussion of the 
problem of estimating the average annua! eorrangs In dollars of coal miners, see Professor 
Douglas’ Real IFajca in ik UnM Mt$, pp. 943-345. 

* Another wny of looking at the progress of dHTcrcnl groups Is to compare the average 
purchnang power of each group during the years since 1900 with the same averages for the 
years before 1900, While this method of presratarion docs not show the important fact 
of what the ycar-by.ycar trend has been ance WOO, it tends to eliminate Uic misleading 
impression that might be got by voy great gains for some groups during the years toward 
the end of the period. Professor Donglas has reduced average earnings of each group for 

year to what their equivalent purchasing power would linve been In tlie decade of the 
ninetift'. and has then averaged the gains and losses for the W00-102G period. The average 
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hourly and full-time weekly earnings. But this expression of worker 
remuneration, while it takes into account short time, overtime, special 
bonuses, absenteeism, “unemployment within employment,” and (under 
the second method of weighting) the drift of workers from lower-paid to 
better-paid jobs, does not portray the influence of lack of work which 
causes severance of the workers’ names from the payrolls. Average 
annual earnings of employed workers might increase 10 per cent during a 
given period, but if there had been a 10 per cent diminution in the number 
of persons employed (the size of the labor supply being assumed to remain 
constant), the average annual earnings of each member of the working 
class— those employed and those out of jobs— would not be greater, but 
on the contrary would be a trifle less. In view of the great importance of 
unemployment— the “curse of the American workers”— it is clearly 
desirable that our estimates in terms of the average annual earnings of 
those on the payrolls of firms be modified to allow for fluctuations in the 
volume of employment. 

The most obvious method of making this necessary allowance for 
unemployment, as has been explained in the preceding chapter,* would be 
to multiply average annual earnings per employed worker by the per- 
centage of the wage-earning class employed {i.e.; 100 per cent minus the 
per cent unemployed). Owing to already mentioned practical consider- 
ations in connection with the wage data we have used,® however, it is not 

annual gains or losses made by the main groups during the twenty-seven years from 1000 
to 1026 over average purchasing power possessed by their members during the nineties 
were: 


Group 


TeacBers.....; 

Afinera (bitumiaoui)... 
Farm Udototi 

Manufacturioff workcra 

SteamTeilroaa workera, 

Street raiivaymeo 

TelepHone workers. . . . 


PeroKit- 
age pia 

Group 

Perccot- 
age loss 

87 


0 


4 



18 



16 



SO 



S4 

1 



Lack of information on average annual earnings of building trades workers and general 
unskilled labor made it impossible to include these two groups in the comparison. CJ. 


i(nd,f pp. S95-S9S. 

^ Cf. pp. 45-46. ' , 

» In brief, these practical considerations are as foUows: The average annual earmngs 
of coal miners already include an allowance for unemployment, and to dedate ftem by a 
still further deduction for unemployment would be erroneous. Ayera^ annual earnings 
of building trades workers, as has already been said, are not available. Therefore i woidd 
be wrong to aUow unemployment in the building trades to affect the results for the aB- 
industri^ group (as presented in Table 23) in which the bmlding trades are not included. 
Also, it is probable that employment is steadier, unemployment less e.vtenave and Buctuat- 
ing, in such industries as the telegraph and telephone service, gas and electric plants, 
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satisfactory to apply an index of unemployment for all groups to the 
estimates of relative real earnings for all groups; and a more satisfactory 
method is to apply the percentages of unemployment within particular 
occupational or industrial groups to the average annual earnings of those 
same groups. In the pages that immediately follow, the changes which 
unemployment produced in earnings arc considered for four separate 
combinations of workers: manual workers in manufacturing and trans- 
portation, manual workers in those two groups plus coal mining, workers 
in the building trades, and unskilled labor.* 

The first of these four groups is numerically the most important, and a 
year-by-year presentation of the relative movement of the teal average 
annual earnings of those attached to manufacturing and transportation, 
as compared with that of workers actually employed in these industries, 
is worth while. 

At least three important influences of unemployment upon the real 
annual earnings of American workers in manufacturing and transporta- 
tion are portrayed by these data. In the first place, the sum-total effect 

gomnment employment, tenching, end tbe ministry than it is in industries for irliicli 
percentages of unemployment can be, and linre been, computed. Eor fuller discussion of 
these practical considerations, rrbicb dictate that the percentages of unempfoyment in 
parUculnr industries be applied to the earnings of the groups in those industries, rather 
than that an index of unemployment for all groups be applied to Uic estimates of rclntire 
real annual earnings presented on p. OT, sec F, H. Dougins, I'hid., pp. 401-403. 

‘ Professor Dougins, upon whose estimates we arc relying, has conected the estimates 
of average annual earnings of the first comhination of workers by nn index of unemployment 
for manufacturing and transportation. For example, average earnings of tbc workers in 
manufacturing and transportation combined were $024 in 1014, but according to his index 
there was 12.0 per cent unemployment that year in this group. The persons who were 
employed therefore formed only 87.1 per cent of the labor supply (f.c., 100 — 12.0). By 
multiplying the average of $024 by 0.871, a figure of $044 was obtained ns the average for 
the entire labor supply considered as n whole. The attempt to measure tbc inOucncc of 
unemployment upon average annual earnings of building trades workers presented difficul- 
ties, owing to the fact that overages of the actual annual earnings of those employed were 
not available. Professor Douglas’ method wos to compute what annual earnings would 
have been hud the building-trades workers been employed full time at prevailing union 
rates, and then to apply the percentages of unemployment in this industry during the 
various years. This method probably mokes possible a fairly occurotc approximation of 
the influence of unemployment upon annual comings, but it does not take account of broken 
time lost daring a day or week of unemployment, and union rates are sometimes misleading 
indidn of actual hourly comings. Professor Douglas was of the opinion that the sum-total 
effect of the method of taking os average onnuol earnings in the building trades the amounts 
that would have been earned hod the workers been employed full time at union rates was 
to make the figures of annual earnings too high, but thot the index numbers derived from 
them show with approximate accuracy the relative changes from year to year. The same 
ffifficulty— lack of information ns to annuo] comings — ^presented itself in the case of 
unskilled labor; but the method of applying to the averoges of full-time earnings the average 
percentages of unemployment for manufacturing, tmnsportation, construction, and mining 
was believed to make possible a fairly close nppiosimntion of the effect of unemployment 
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of inclusion of allowance for unemployment is to bring the index numbers 
for normal years after 1900 between S and 8 per cent higher than when 


Table 25.— Relative Real Akedal Eabnings in MAurrAcitiiUNO and 
Tbanspobtaiion op Tbosb Attached and Emploted' 




Company). 


consideration is confined to the annual earnings of those employed The 
explanation lies, of course, in the large volume of unemployment duimg 
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the 1890 ’s, and in consequence of steadier work during ordinary years 
after this decade the workers attached to these industries made progress 
even when real annual earnings of those employed did not increase.' In 
the second place— and as would of course be expected— the inclusion of 
unemployment results in much greater fluctuation in real earnings from 
year to year, in accordance with business conditions.® Finally, the data 

' It will be noted that the teal anntial earnings of employed workers remained fairly 
constant during the fifteen years ll)0(hldl4, but bceausc of the longer rate of unemployment 
during this period ns eompared rrilh the nineties, real earnings of tlic average member 
of the labor group increased on the average nearly 5 per cent. In other words, the only 
gain worth mentioning during this period was due to steadier w'ork rather than to any 
increase in the purchasing power of those employed. During the sincl: business years of 
1014 and 1015 average real earnings of those attached lagged two points behind average 
real earnings of those employed, but between 1010 and 1020 steadier employment again 
brought a gain to the entire labor force greater than that realized by those employed. By 
1020 real annual earnings of those attached to these two industries were 21 per cent above 
the level of the 1800’s, wliilc the effective pUKlmsing power of those employed was only 
14 per cent greater. The depression of 1021-1022 reduced greatly the average earnings 
of those attached to these industries, the former year finding the purchasing power of the 
average member of the force normally attached only 2 per cent above that of the nineties, 
while the real earnings of those employed were 1C per cent higher. Beginning in 1023, 
however, the trend reversed itself, and by 1D28 those attached had gained SO per cent, as 
against 28 per cent for those employed. 

^ For example, the real annual earnings of those employed fell a trifle less than 8 per 
cent (from 104 to 00) between 1802 and 1604, while those of the average worker attached 
dropped about 20 per cent (from 111 to SO). The rebound was equally great, the earnings 
of those attached increasing about 12 per cent (from 80 to 100) in 1805, while real earnings 
of those employed increased only about 0 per cent (from 00 to 102). In 1004 there was a 
drop of neorly 4 per cent in the real earnings of the entire group, while those employed 
continued to earn the same as before; while is the rebound of 1005 the attached group gained 
nearly 6 per cent (from 102 to 108) and the employed group only obout 2 per cent (from 
99 to 101). The depressions of 1008, 1014, and 1021 furnish examples of the same relatively 
greater fluctuation in real annual earnings when allowance is made for unemployment. 
Real earnings of the larger group dropped about 12 per cent in 1908 (from 107 to 04), and 
then rose by about 14 per cent (from 04 to 107) in 1900; while those kept at work experienced 
a decline of only about 8 per cent (from 90 to 90) in 1908 and an advance of n trifle more 
than 6 per cent (from 90 to 102) in 1900. In 1014 the real earnings of those attached 
dropped about 7 per cent (from 107 to 99) and those of employed workers less than 1 per 
cent (from 102 to 101), while in the rebound of 1010 (although the difrcrcocc between the 
two conUnued in 1915) the purchasing power of the labor supply considered as a whole 
advanced about IS per cent (from 09 to 113) and that of employed workers a trifle less than 
4 per cent (from 101 to 105). In the depression of 1021 the money earnings of those who 
retained employment were not cut by as much as the relative reduction in the cost of living, 
and their real average earnings increased from 114 to 116. But in consequence of the great 
increase in unemployment that year, the real earnings of the average member of the labor 
supply decreased by about 10 per cent (from 121 to 102). In 1922, on the other hand, the 
index for the attached group rose nearly 12 |»r cent (from 102 to 114) and that for the 
employed group less than 5 per cent (from 110 to 121). The business boom and consequent 
reduction of unemployment in 1923 caused the index for the larger group to advance 
twenty-one points, or about 18 per cent, while that for the employed group advanced only 
five points, or about 4 per cent. 
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are illuminating in the light they tow upon the relative severity of the 
several business depressions of the period, in so far as effect upon real 
incomes of the workers is taken as the criterion of severity. The down- 
swing of business in 1921 was the most disastrous in its influence upon 
earnings during a single year; the workers normally attached to manu- 
facturing and transportation suffered a loss of 16 per cent (or, a decline 
in real eaipings, on the 1890-1899 baas of 100, from 121 to 102), although 
the decline in the two years of 1898 and 1894 was somewhat greater 
(from 111 to 89, or 19.8 per cent). Lr 1908 the workers in these two 
industries lost about 11 per cent dt the purchasing power they had had 
the previous year, and in 1896 and 1914 about 8 pet cent. The depres- 
sions of 1904, 1911, and 1924 are shown to have been of a more minor 
nature so far as their effect upon the real incomes of those attached to 
these industries is concerned. 

The effect of unemployment upon the trend of real annual earnings 
of three other groups— workers in manufacturing and transportation plus 
coal miners, building-trades workers, and general unskilled labor— has 
been, for the most part, the same as in the case just discussed. By 
adding the coal miners (whose sdready summarized annual earnings, it 
vill be recalled, include allowance for unemployment)’ to the manufac- 
turing and transportation group. Professor Douglas has obtained an 
index series of real average annual earnings of those attached to these 
three major lines of industry. The combined series varies but slightly 
from the one for manufacturing and transportation, the chief difference 
being that the indexes for the larger group are in general one point, and 
occasionally two points, higher than those for manufacturing and trans- 
portation alone.’ The period to 1926 closed with these tee groups as a 
whole possessing 38 per cent greater purchasmg power from their wage 
income, after allowance for the volume of unemployment, than they had 
averaged in the 1890’s. 

Annual earnings of building-trades workers, as has already been 
explained, have been estimated by the method of multiplying full-time 
weekly earnings by fifty-one (the number of full-time weeks in a year 
after allowance for holidays), and this approximation of average annual 
earnings m each year has been multiplied by the proportion of the workmg 
force employed each year [u., by 100 per cent minus the percentage of 
unemployment) to ascertain the average annual earnings of those attached 
to the industry. Except for depression years, the inclusion of the relative 
amounts of unemployment gives a greater average increase in real earn- 
ings during the years following 1900 than is shown by the full-time earn- 
ings alone, owing to the greater amount of unemployment during the 

’ Cf. supm p. 102 and p. 105, footnote 2, 

’ For the detaO upon which these genernhtions nte based, see F. E Douglas, ep. A, 
PP.A6H70. 
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several years of the 1890’s.‘ The same tendency toward greater declines 
during depression years and greater rebounds with the return of prosperity 
that was noted in the case of the other groups is also evidenced by an 
analysis of the e&ect of unemployment upon the earnings of building 
trades workers. It is significant, however, that there is a tendency for 
the earnings of workers attached to the building industry to decline 
before depression becomes general in other fields.® The year 1901, when 
building was reviving after the War curtailment, was an exception to the 
general rule that relative earnings of those attached dcclme more rapidly 
than do earnings of those employed during depression years. In fact, 
the real earnings of both groups rose in 1901, and tliose of the workers 
attached almost as much as those of wage earners actually employed.® 

Probable annual earnings of the fourth group— unskilled laborers— 
have been computed by the metliod of taking the product of full-time 
weekly earnings and fifty-one, and the averages have been modified to 
take account of unemployment by applying the average percentages of 
unemployment in manufacturing, transportation, construction, and 
mining.'* In general, the relative increase in average earnings of unskilled 
workers, with allowance for unemployment, were greater than the advance 
indicated by the index for the full-time worker alone. During the War, 
for example, unskilled labor gained almost as much from a reduction in 
unemployment as from increases in the purchasing power of those 
employed. The several business depressions of tlic period seem to have 
reduced real average annual earnings per attached unskilled worker, as 
compared with those of tlie average employed worker, somewhat more 
than in the case of tlic skilled, but tlic difference in this respect between 
the unskilled and the three other groups was not great. 

' The table upon which these Bcncrnliza lions ere based is to be found in P. H. Doughis, 
op. cil., p. 473. 

® For example, in 1907 the real fsirnings of nUached workers fell by Iwenly^ine points, 
or IS per cent, while real earnings of those attached to mnnufocturing and transportation 
dechned by only 1 per cent. Likewise, in 1913 the real comings of the building group fell 
by six points, or 3 per cent, although real earnings remained stationery among those attached 
to manufacturing and transportation (Hid., p. 47«). This is, of course, only corroborative 
evidence to support the general observaUon that, owing to the discouragement to such long- 
rime investments as building inherent in high costs, building activity generally slumps 
before manufacturing. 

•Helntive reel eornings of attached workers (1897-1890 = 100) rose from 08 in lOM 
to Hi in lOil; those of fuU-rime workers from 93 to 111. 

* As Professor Douglas pointed out, these averages of unemployment are based upon 
all labor attached to the four industries, and probably if the time lost between jobs by the 
imrialled alone could be measured, the percentage of unemployment would be greater. 
Tie csrimated annual earnings in dollars of the unskilled workers, both with and without 
allowance for unemployment, are presented by Professor Douglas on p. 477 of his study. 
Absenteeism and part-rime work ore, of course, not included in annual earnings computed 
by the method of mulriplying weekly earnings by 61ty-one, end these-egjecially the latter 
“««e probably more important in the case of the unskilled than of the skilled. 
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The movement ot real earnings through the year 1926 has now been 
discussed in considerable detail, and the underlying forces determining 
the general trend have been suggested mote than once. No revolutionary 
changes m either the general trend of real eammgs or the comparative 
progress of the several groups occurred between 1926 and 1930, and the 
trends revealed by the preceding discussion may be taken for the most 
part as being reasonably indicative of the situation during the few remain- 
ing years of the period here under survey. Nevertheless, a little detail 
relevant to the general situation during these years should precede an 
account of the reversal of the upward trend during the economically 
melancholy years of the great depression. 

The "prosperity" years of 1927, 1928, and the first half of 1929— that 
prelude to the shattering of price equilibrium and the inglorious exit of the 
“new capitalism”— were characterized by a maintenance of the volume 
of industrial production and an increase in agricultural output,' a sagging 
of the general price level,' and a hardly observed but nevertheless rather 
ominous shrinkage in the number employed in manufacturing, mining, 
agriculture, and transportation.* To the extent that the shrinkage in 
employment reflected the laying ofi of less efficient and lower-paid workers . 
-as it undoubtedly did to a considerable extent— the eSect was to raise 
the general average of annual earnings more than any actual increase 
enjoyed by those who continued to be employed;* and this factor of ovet- 

> ledtistrial pnductioa vaa 6 per ceat greater in 1927 and 10 per cent greater in 1928 
titan dating tte tlicee peata 1923-1925. However, tie volnme of production in 1926 lad 
leen 8 pet cent above tlia aaine base, and tie average tor 1927 and 1928 was tberefore tie 
sane as that for 1926. Agcieultnre moved forward, in point of plpeical output, during 
tbese two years, tie indes of crop pradnction (1923 = 100) being 109 in 1926, 113 in 1927, 
and 117 in 1928. F. H. Douglas, and Florence T. Jennison, Tie Umnmt iif Ufonep mi 
Rsof Eominps fa tie Hnfted Slates, 1936-28 (University of Clicago Press, 1980), p. 2. 

’ Tie Bureau of Labor Statistica’ cost of Bvmg index stood (1913 « 100) at 176.6 in 
December, 1926; 172.0 in December, 1927; 1718 in December, 1928; and 173.7 in Decem- 
ber, 1929. KonlllyZaiorResfeis, April 1938, p. 1162. Professor Dougina’ cost of living 
index averaged (1914 = 100) 173.6 in 1926, 170.9 in 1927, and 1698 in 1928. Douglas 
and lemuaon, op. eft, p. 6. The Bureau of Labor Statistics’ index of wlolesale prices 
(1926 = 100) stood at 100.0 in 1920, 96.4 in 1927, 97.7 in 1928, and 96.6 in 1929. "Band- 
book of Labor Statistics,” U.S. Bureau of Labor Statistic BMin 611, p. 691. 

’In 1927 tie number employed in manufacturing was 3 pet cent less than in 1026, 
while in 1928 there was a further drop of 2 pet cent. During the first three quarters of 1929 
employment maintained the 1928 level, flien slumped during the last three months of the 
year. 

’’nds tendency tor aremge annual eammgs to show an increase more than— or a 
decrease less than— the actual increase or decrease experienced by those who continue to 
be employed is always important during a pmod when employment is shrinking, and, 
together with the consequent increase in unemployment (unless the displaced workers find 
employment m other and expanding bdustries), which reduces even more the relaflve 
annual earnings of workers attached to the industry, is especially important as a qualifiia- 
tion of figures on average annual earnings during a period like the one from 1928 to 1933. 
When a downward trend of employment commences, firms weed out the less shilled or less 
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statement, together with tiie increased volume of unemployment and the 
consequent reduction of average earnings per worker attached to the 
various industries,' has been of greater importance since 1020 than during 
the earlier postwar years. It is indeed doubtful whether the iucrca.se in 
real nnnu.nl earnings per employed worker (i.e., total payroll dividc<l by 
the average number of workcr-s) was great enough Iiclwcen 1020 and 1029 
to oifset this probable overstatement of money earnings nnd the increase 
in unem|)loymcnt. 

It is fairly certain, however, that the working class ns a whole did not 
lose during the three years immediately following 1020. Professor Doug- 
las, in bis sequel- to the study from which we have drawn freely, has 
estimated the average earnings in 1027 and 1028 of those employed in 
manufacturing, railroading, other public iilililics, coal mining, clerical 
work in manufacturing nnd on the railroads, teaching, government 
service, the ministry, and ngricullurc; nnd by weighting thc.se earnings' 
according to tlic relative numbers employed in each group cneh year, has 

cdicicnl nnd lon'cr-paid workers, nnd llic new figure of nverngc enmings (with tlic denominn- 
tor now smaller) will sliow on Increase in monej* and real e.arnings per employed person, 
while in reality there has heen no increase in the errminp of those still at wort. It is cmn 
po.ssibte tliat the workers still employed may receive less money nnd eltcclivc purchasing 
power than formerly, hut that the average for the smaller number still employed will be 
liigher because of the elimination of the lower-paid. As is indicated Inter (r/. pp. 118-110), 
one reason why the indcMs of real earnings per employed worker did not riceline more 
greatly in 1030, 1031, and 1038 was that the less elTieicnt nnd lower-paid employees were 
the ones upon whom the incidence of layoffs fell most heavily, 

' Oft the whole, there is not satistnetory evidence hearing on the question of whether 
nil hut n negligible proportion of those laid off by mnnufocturing enterprises in 1027 and 
1028 fottnd employment in other nnd cipanding industries. Some undoubtedly went into 
marketing, advertising nnd collateral activities, l»nd selling nnd finance, and cipnnding 
industries like automobiles nnd radio. Stirdics by I. Lubin of the Brookings Institution 
nnd others cast grave doubt upon the hypothesis llrnt any ca.sy renbsorption of those laid 
off during these two years occurred, and tire strrdy of unemployment made for the Com- 
mittee on Eeonomic Changes by Mcrcslith Givens nnd Leo Wolmnn (r/, Jtrrnit Economic 
Chanjec, vol. 2, pp. 400-470) shows that the percentage of those attnelicri to mnnufncluring, 
tmnsportnlion, construction, and mining who were unemployed increased from 7.1 in 1020 
to 0.0 in 1027. Certainly, however, there can be no doubt ns to the twofold effect of the 
widespread unemployment since 1020. Average annual earnings show n smaller decline 
than sros actually suffered by those who held jobs, nnd overage earnings per active member 
of the working class have been reduced even more by the widtsspread unemployment. 

* Douglas nnd Jennison, op. n’t. This study carries Professor Dougins’ earlier work, in 
somewhat abbreviated foshion, through 1028. Real and money earnings are expressed rts 
relatives to the 1014 base of lOO-not ns rdnlivcs to both 1014 nnd 1800, os in the earlier 
work. The trend is estimated in terms of troth nvcmgc annual earnings of employed 
workers and hourly and weekly rates and full-time weekly earnings, but in this summary 
we are confining ourselves to the former. Average annual earnings of active members of 
the working class (t.c., average annual earnings of employed persons multiplied by the 
percentage of the normal labor supply actually employed) arc not computed in this study, 
but a chapter on unemployment during this period makes possible approximations of the 
extent to which annual earnings were reduced hy uncmnloymcnt. 
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derived a composite average covering no less than siideen million workers. 
Table 26 {1914 = 100) indicates the general trend, both when farm labor 
is included and when it is excluded. 

Tiaa J6.— Em Akncal Eisimios ov Amibicau Wobeeeb, 19J6-1W8‘ 


Year 

lUal BDSUil earBiii(i 
iaelu^Bg faro labor 
(1614-190) 

Beal asDUal eamiagi 
escludiog farm labor 

1926 

128 

m 

1927 

123 

126 

1928 

182 

139 


^ pp. SS-S7. The leader ma]r leptimately r^ the qnution of irh)' the ineludoD of larm bkoren. 
vBo, at ia indicated taler {ef, Pi had by 1628 cbtalced an mereaie of only 1 percent over the 1614 lev^ 
appreciably lea than the scQcral average increaae-iliould neverthelea have bean able to raise the average 
indei from 130 to 132. The apparent eontradictioo U e^lained by the fact that there vas an appreciable 
transfer during thia peHod from the relatively lov p^ egricnitural occupations into nrban industries, vbich are 
belter paid. Therefore the relative weights applied to agrieullnre vere deerearing throughont the period. 
Those irho remained in agriculture did not make the gains vhich these in urban work obt^ed, but those 
nigraring from agriculture made gains which more thu offset the deffdendes and thus gave the two groups 
when combined a greater increase over 1614 than was obtained by either one if conrideted leparstely. 

Beal annual earnings per employed worker, then, were 5 per cent 
higher in 1928 than in 1926, irrespective of whether the earnings of rural 
labor are included,' and evidence afforded by the movement of earnings 
and prices doing the first eight or nine months of 1929 indicates that any 
changes durmg that short period were of negligible unportance. 

This gain of 2.5 per cent per annum during the latter 1920’s should, 
however, be placed m juxtaposition to the increase in unemployment, in 
order that an approximation of the material progress of the working class 
as a whole may be arrived at, and the probable overstatement of average 
annual earnings during a period of shrinking employment, as abeady 
discussed, must be kept in mind as another qualification. So far as a 
generalization is permissible, it may be said that the increase in unem- 
ployment, at least through 1927, was sufficient to negative lor the working 
class as a whole the percentage gains made by those who continued to 
be employed.' By 1929 the red earnings status of the workers, relative 
to that of 1890, was much the same as it had been in 1926. 

' A few words should be said, also, about the comparative gams of 
the differeit groups during the years just preceding the depression. 
Employed workers in manufacturing lost about 1 per cent in average 

^ That is, they incteased from 126 to 182, or aiz poiata, ia the first case, and from 124 
to 180, or six poiats, in the second; or Tutaslly 6 per cent in both cases. 

^The already qaoted Giweiis*Wolaan study {Bemi Economic Changes, toI 2, pp. 
466-476) showed that the percentage of those attached to maniifactimng, transportation, 
and construction who were unemployed increased from 7.1 in 1926 to 9.0 in 1927. While 
comparable unemployment statistics are n<H available for 1928 and 1929, there is no reason 
to believe that the volume of employment changed in a manner appreciably more favorable 
bo labor. 
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money earnings in 1927, as compared with 1926, but the cost of living 
dropped somewhat more, and the index of real earnings was a trifle — 
less than 1 per cent — higher in the later than in the earlier year. In 
1928 the money earnings of those remaining on factory payrolls increased 
by 2 per cent, making a gain in real earnings of about 3 per cent.' 
Employees of the railroads obtained approximately the same percentage 
gain during this brief period, although in 1928 their real earnings were 
only 22 per cent above the 1914 level, while those of workers in manu- 
facturing were 35 per cent higher.* In general the trend for employees 
of telephone, telegraph, and gas and electric companies was substantially 
the same.* Coal miners suffered in consequence of the strike of 1927 and 
the relative shrinking demand for coal, money earnings in the bituminous 
branch of the industry decreasing that year by approximately 12 per 
cent, and in the anthracite branch by approximately 8 per cent. A 
revival in the bituminous fields in 1928 raised average money earnings by 
5 per cent, but a further slump of a trifle more than 1 per cent in the 
anthracite branch lowered the average for the two groups as a whole. 
Real earnings for both anthracite and bituminous miners dropped from 
141 (1914 = 100) in 1926 to 128 in 1927, then rose to 133 in 1928.* Cler- 
ical employees in manufacturing made appreciable gains in these two 
years, the indexes of their real earnings advancing from 105 to 114, or 
about 8 per cent,* while clerical workers employed by the railroads, 
received in 1928 real eammgs 7 per cent greater than those of 1926.* 
The only gain of the postal workers during this period was due to the 
decline in the cost of living, which mcreased the purchasmg power of 
substantially stationary money earnings by between 2 and 3 per cent.* 
The salaries of other government employees moved upward between 
1926 and the end of 1928, however, the purchasing power of the average 
employee being 10 per cent greater in the latter year than in the former.* 

* The index numbers for the three years (1914 = 100) were: lOZO, ISO; 10*7, 131; 10*8, 
1S5 (Douglas and Jcnnison, op. cit., p. 10). 

* The index numbers (1014 base) for employees of the railroada; 1020, 117; 10*7, 1*0; 
1928, 122, liid,, p. IS, The gain was therefore 4.20 per cent, 

’ For public utilities as a whole, the index numbers were (1914 = 100) : 1026, 110; 1027, 
110; 1028, 122. The gain for each of the three constituent groups— telephone, telegraph, 
and gas and electric workers— was about the same as that shown by the weighted index for 
all three. Employees of the telegraph companies enjoyed a gain from 03 to 08, but their 
real earnings were therefore still 2 per cent bdow the 1014 level in 1928. liid., pp. 16-18. 

‘ /Mi., pp. 18-19. 

* /Mi., p. 22. 

' /hid., pp. 22-23. 

’ The indexes of money earnings (1914 = 100) were: 1020, 184; 1927, 184; 1928, 185. 
Indexes of real annual earnings: 1920, 108; 1027, 108; 1028, 100, Ibid., p. 23. 

* The index numbers for the three years: 1026, 02; 1927, 95; 1028, 101. /Mi., p. 24. 
It will be noted that in spite of the 10 per cent gain, the index was in 1028 only 1 per cent 
above that for 1014, and still about 23 per cent below the average for the 1800’s (see supra, 
p. 102). 
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Teachers in the public schools made appreciable gains during these two 
years, money earnings advancing more than 5 per cent and real earnings 
about 8 per cent;* while ministers gmed about 7 per cent in teal earnings, 
with the result that in 1928 the purchasing power of their annual salaries 
was about 20 pet cent above the 1914 level.® Farm labor gained only a 
little more than 1 pet cent during this period of agricultural depression, 
and' in 1928 real annual earnings of agricultural workers paid entirely in 
money were still 1 per cent below the 1914 level.® 

Trend of Real Earnings since 1930.— The years following 1930 were, 
as almost everyone hows, characterized by economic maladjustments 
threatening, for a time, the very foundations of the capitalistic system of 
production; and this fact alone dictates extreme caution in drawmg con- 
clusions from such data as are available. Grave question may be raised 
as to whether the more commonly used cost of hving indexes adequately 
reflect changes in the cost of living of the workers themselves when 
enforced readjustments of expmiditute habits are taking place on a large 
scale; the purchasing power of earnings in given occupations becomes a 
less than normally reliable indicator of the material welfare of the workers 
when thousands of individuals ate having to enter new Imes of work if 
they ate fortunate enough to be employed at all; governmental relief 
grants and a large amount of “made work” after 1933 complicate the 

'The index numbers ot reel snnual esnings (UU base) were: 1926, 186; 1927, UO; 
1928,144. M,p.28. 

'However, the losses o( ministers during the two decades between 1909 and 1929 
(supra, p. 102) should be recalled. As a matter ol (act, the increase in Ksl wages in 
1928 over the level of 1890-1899 was only 4 per cent, and if the period 1900-1928 be taken 
as a whole, the ministers’ losses far exceeded their gains. Professor Douglas has taken 
only the averages of Methodist and Congregational ministers, these being fairly typical 
of Protestant denominations. The index numbers of real annual esnings of these minis- 
ters were; 1926, 112; 1927, 117; 1928, 120. Sid, p. 26. 

' It should be recalled, however, that between 1900 and 1914, and again between 1914 
and 1918, the relative gains of farm labor exceeded those of urban workers (supra, pp. 
90-100), The index numbers of relative annual real earnings of employed farm laborers 
for the period here under consideration are (1914 base): 1920, 98; 1927, 98; 1928, 99, 
Ibid^ p. 21 Professor Douglas and Miss deanison, in making their computations, used 
duly and monthly rates ol workers not reeriving part of their remuneration in board, and 
weighted the averages for the two groups at 6 for the monthly worbrs and 4 for the daily 
workers, ainre workers paid on the monthly basis, according to Department of Agriculture 
data, constitute about 00 per cent of the monthly-wage and daily-wage group combined. 
Estimates of the real earnings of farm laborers ate subject to the qualification that we have 
no satisfactory index of changes in rural liyiag cost Dr. W. I. King has computed such 
an index, which takes the difiereace between the wages of farm labor with and without 
board as the measure of the cost of board and housing and adds to this the fluctuations in 
the prices of other goods as indicated by the Sears-Boebuck catalogue, hut Professor Doug- 
las believed this index to be unsatisfactory because a diminution of the margin between 
wages with and without board may refieet a decrease in agrioultural prices as well as a 
reduction in relative rural living costs. He therefore applied to the money earnings of 
farm laboc the urban cost of living described in the preceding chapter (supra, pp. 51-62), 
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situation still further; the shortening of the working week and the “stag- 
gering” policy to which many firms resorted, especially between 1931 and 
1034, cause hourly earnings to be even more unrepresentative of progress 
or retrogression than they ordinarily are; the spread between average 
annual earnings per active member of the wage-earning class and average 
annual earnings per employed person becomes greater during periods of 
widespread unemployment. Moreover, there are no studies comparable 
in scope and detail to those we have used in earlier sections of this chapter; 
and the additional disconcerting notation must be made that the studies 
available are not entirely in agreement with each other. All these facts 
suggest how cautious and tentative must be any conclusions we draw. 

A few of the more definitely established facts about the movement 
of hourly and weekly earnings, total employment and unemployment, 
total payroll in those lines of enterprise for which such information is 
available, and the cost of living can, however, he presented as indicative 
of what was taking place with respect to the workers’ real remuneration 
during these years of kaleidoscopic changes, and the conclusions of those 
students who have studied wage and price movements m relation to each 
other during parts of the period can be set forth. It will be convenient, 
first, to summarize the situation prior to 1933, when the “New Deal” 
and its policy of stepping up wages became effective, and, second, to sur- 
vey such evidence as is available on the trend of real remuneration since 
1933. 

The movement of hourly earnings between 1930 and 1933 may be 
dismissed rather briefly. According to the data of the National Indus- 
trial Conference Board,‘ the drop in hourly money earnmgs of all wage 
earners in the reporting manufacturmg industries between 1929 and 1932 
was not as great as the decline in the cost of living, and real hourly earn- 
ings were 4.7 per cent higher in the fourth quarter of 1931 than in the 
corresponding quarter of 1930, and 10.6 per cent higher in the same quar- 
ter of 1929.“ The Brookings Institution study of weekly real earnings for 

^ Wages in ihc United States in IffSL The Board hos compiled data on the hourly 
earnings (total payroll for each industry divided by the number of hours worked by the 
wage earners) and average weekly earning (total weekly payroll of each industry divided 
by the correspomhng number of wage earners) and the volnme of employment for some 
twenty-five manufacturing industries. In 1931 there were over 1»400 plants representedi 
these employing an average of 585,000 workers. This number does not, of course, represent 
the normal employment of these industries, since the business depression had depleted the 
working force of many of the companies. Information on wage rates and earnings in 
public uUlity enterprises, the building trades, agriculture, and steam transportation ore 
available from the same source. 

^ To be more detailed, the Board found that average hourly money earnings of the wage 
earners in these manufacturmg industries were 6.2 per cent lower in the fourth quarter 
of 1031 than in the corresponding quarter of 1980, and 7.8 per cent lower than in the 
similar quarter of 1929, when the depression was just beginnbg and earnings had not fallen 
off to any considerable extent. During 1931 os a whole, hourly gaming g averaged 4.1 per 



THE TREND OF REAL EARNINGS 


117 


the period 1929-1933,' summarBed later, also creates a presumption that 
hourly real earnings were higher in 1931 than they had been during the 
last ptedepression year. Inferences drawn from changes m total payroll, 
total employment, the cost of living, and average hours per wage earner 
in manufacturing indicate rather strongly that this same trend continued 
throughout 1932, and that the purchasing power of hourly earnings had 
not declined by the time the New Deal went into effect, but on the con- 
trary was greater, than in 1929.* In other words, the great decline in 
total labor income during the first three and a half years of the depression 
and the tragic impairment of standards of living was due to the shortening 
of the working week of those employed and to the tremendous loss in real 
average earnings per active member of the working class consequent upon 
mdespread unemployment, rather than to a failure of wage-rate reduction 
to keep within the limits of the cost of living decline. WhQe the trends 
summarized in this paragraph apply only to the earnings of workers 
engaged in manufacturing, the story for these years is much the same in 
so far as other groups of workers are concerned.' 


cent lower tbo in Both ISSO end 1929. During this period, lowcver, tBe cost ot living 
declined by npptorimately 15 pet cent— conridembly mote tban hourly money earnings. 
It is worth observing, as evidence that tbe policy of rate maintenance urged by tbe federal 
administration bad some elect during tbe eariy stages of tbe depression, that by 1932 the 
rednetion in hourly money earnings bad not assumed tbe proportions that obtained during 
the depression of 1920-1921. From the Hard quarter of 1020 until tbe third quarter of 
1922, average hourly earnings fell 19.0 per cent, as compared with 7.8 per cent between tbe 
last quarter of 1929 and that of 1931 (fbid., pp. d-0). However, tbe greater reduction in 
hourly earnings during tbe depression immediately following tbe War was to be eapected, 
beause 1920 wage cates were sUll relectlng tbe high wages labor bad been able to command 
in consequence of tbe abnormal Wa^time activity and tbe then relative scarcity of labor. 

'Lyon, Homan, Teeborgb, Lorwin, Dearing, and blarsball, The Naftonol Rceomy 
Aimkulnlm, 1935, pp. 770-782. 

< & summary of tbe facts upon which tbe generalisation that real hourly earnings of 
those employed contmued to rise during 1932 is based should be given. According to tbe 
data of tbe United States Bureau of Labor Statistics, total factory payrolls declined between 
tbe end of 1931 and tbe end of 1932 by 30 per cent, total employment by 17 per cent, tbe 
cost of living by 22 per cent, and boors worked pet employee per week byOper cent (AfontAly 
Labor Haim, July, 1935, p. 187, and January, 1930, p. 205). It will be noted that total 
payroll dropped substantially more tban total employment, and that money earnings per 
employed person were therefore lower. ' To be eiacl, tbe decline in average eartnngs per 
employed person was approximately 16 per cent. But tbe cost of living deebned even 
more (22 pec cent), and each worker was working, on tbe average, 6 per cent less time at the 
end of 1932 tban at the end of 1931. Tbe purchasing power of hourly earnings in manu- 
facturing, without doubt, was greater eariy in 1933 tban it bad been just before tbe depres- 
sion began. 

‘ To summarize in a bttle detail tbe evince bearing upon the earnings of other groups: 
Railroad workers succeeded in maintaining wage rates as the depression progressed, and 


factoring, greater than in 1929. Tbe abeady quoted Conference Board report showed that 
hourly money earnings were 1.1 pec cent higher in tbe fourth quarter of 1931 tban in tbe 




118 


LABOR’S FROGBESS AND PROBLEMS 


Hourly earnings are, hoTvevcr, never the most satisfactory criterion 
of progress or retrogression, and they are especially misleading during a 
period like that of 1929-1933. Weekly and annual incomes were reduced 


corresponding qunrter of 1030« and 2.8 per cent higher than in the some quarter of 1029. 
Early in 1032 the joint negoUations of the affiliated railroad organizations and the operators 
resulted in a 10 per cent reduction (a “voluntary deduction," nominal scales remaining 
the same) in rates, and tins deduction vas continued for another year. Between 1020 and 
the end of 1932, however, the cost of living, as indicated by the Bureau of Labor Statistics 
index, declined from 173,7 to 135.5, or 22 per cent. Weekly earnings were, of course, 
adversely olfected by part-time work, Nevertheless, the Conference Board study showed 
that real weekly earnings were greater at the end of 1031 than they had been two years 
earlier, and inferences of the type already drawn from the manufacturing data suggest 
that the increase in part-time employment and the rate reductions of 1032 did not reduce 
weekly money earnings of employed workers more than the cost of living declined. But 
employment on Class I Railroads dropped from 03.1 per cent of the 1023-1025 average in 
1020 to 57.8 per cent in 1932 and to 52.4 per cent during the first three months of 1033 
{Monikly Labor Review, July, 1035, p. 100). Employees of public utility enterprises other 
than railroad corporations maintained a ndativcly favorable position in the matter of real 
hourly earnings during the first three years of the depression. Real hourly earnings of 
workers engaged in the producUon and distribution were found by the Conference Board 
to have averaged, in July, 1931, 14.3 per cent above the level of July, 1030, and 10.4 per 
cent above that of July, 1020. Reduclions in hours of workers In the gns industry aver- 
aged only 3.3 per cent during the two-year period, and real weekly incomes were also 
greater early in 1083 than in 1029. Analysis of earnings of workers engaged in the gencm- 
Uon and distribution of electricity reveals substantially the same trends (Conference 
Board, cp. ciL, p. 18). The payrolls of public utility enterprises declined more than the 
volume of employment during 1932, but the resultant decline in money earnings per 
employee was not greater than the decline in the cost of living. Reductions in the wages of 
building-trades workers were less drastic than those of employees of manufacturing con- 
cerns, but at the same time bmlding trades workers probably suUercd more than did a 
majority of manualist groups during the first three and a half years of the depression. 
Union scales, while maintained with some success, hod in many dlics become only nom; 
inal by the end of 1932, and unemployment was widespread. Farm laborers probably 
suffered as much as any other group during the pre-lOSS depression years. It will be 
recalled that in 1926 the real earnings of members of this group, while 8 per cent above the 
level of the ISOO's, were considerably lower than during a number of intervening years, and 
that in 1928 the real earnings of agricultural workers paid entirely in money were still 1 per 
cent below the 1914 level. Agricultural depression deepened during and after 1930, and 
wage rates declined sharply. Department of Agriculture data, as interpreted by the 
National Industrial Conference Board, show that in October, 1931, monthly rates of those 
receiving board were 26.4 per cent lower than they had been in October, 1930, and 36.1 per 
cent lower than in October, 1929. Monthly rates without board decreased 22.7 per cent 
between October, 1980, and the same month of 1931, and Sl.G per cent between October, 
1929, and October, 1931. Daily rates mth board declined by 88.5 per cent during these 
two years, and daily rates without board by 86.4 per cent. Substantially as great reduc- 
tions took place in 1932. These reductions were far in excess of the decline in rural liring 
costs, and early in 1933 the real earnings of agricultural workers were far below the 1914 
level or the high point of 1920, and possibly a little below the level of the ISOO's. In the 
case of bituminous-coal miners and workers in quarrying, metoUiferoua mining, and cleaning 
and dyeing, real hourly earnings were lower in 1983 than in 1029. (Brookings Institution 
estimates, Th Naiional Recovery Admitmiration, pp. 778-780.) 



THE TREND OE BEAL EAENINGS 


119 



average worker; the laying off of les efficient and lower-paid workers 
caused average money earnings per employed person to decline less rapidly 
than the real decline sustained by those kept at work; and unemployment 
widened greatly the spread between average earnings per employed person 
and average earnings per member of the labor supply, By the end of the 
first quarter of 1933, factory employment was only 58.8 per cent of the 
1983-1925 average (as compared with 104.8 per cent in 1929), and total 
factory payrolls were only 37.1 per cent of the same average (as compared 
with 109.1 per cent in 1929). In all lines of economic activity in the 
United States at the depth of the depression almost 16 million persons 
were willing and able to work but unable to find the opportunity to do 
so. The evidence that real hourly earnings did not decline for the major- 
ity of workers is significant chiefly as an indication that the decline in the 
aggregate real income of labor was attributable to partial or complete 
unemployment rather than to low wage rates. It behooves us, therefore, 
to turn to measurements which take account of reduction in the number 
of hours worked by the average worker, and then make the modifications 
called for by the fact of widespread unemployment. 

The tabular statement (Table 27) of changes in nominal and real 
weekly earnings between 1929 and the first half of 1933 indicates trends 
in the material status of the workers when allowance is made for the 
shortening of the average working week but not for unemployment. 
The facts of most significance revealed by this table are fairly appar- 
ent. It will be noted that while real hourly earnings, as already indicated, 
mcreased in the majority of branches of industry between 1929 and 
1933, real weekly earnings more frequently decreased. This difference 
is, of course, attributable to the reduction in length of the standard work- 
ing week and to the large amount of part-time work done during these 
years,' But the fact that stands out most dearly is the mcrease in many 
fines, despite general reduction in average hours worked during the depres- 
sion, of average real weekly income. In other words, the reduction in 
weekly money earnings consequent upon both rate cuts and reduction in 

' The “slmte the work” movement attained greater proportions dnring the depression 
of the ISSO’s than it ever had before, although it had largely run its course, so far as the 
purely voluntary action of business enterpiisers was concerned, by about the time the NBA 
went mto effect. In part the movement eapressed itself in a reduction in the length of the 
normal or standard working week, and in part in the empioyment of large numbers of per- 
sons on part time. A survey made by the D. S. Bureau of Labor Statistics in March, 1932, 
showed that S6.1 pet cent of all workers and 63 per cent of the workers in manufacturing 
were then on part time. A decline of 8.1 per cent in hours actually worked oecntted 
between February, 1932, and Febcuaty, 1938, a fact indicating some continuance of the 
work sharing movement. When the codes began to be adopted, the actual working week 
was frequently incorporated as the standard or maaimum working week, and the codes 
probably bad much less eSect in forcing a continuance of the work-sharing movement 
than had been anticipated. 
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hours was not as great as the decline in the cost of living. It may be 
noted, also, that the data in Table 27 substantiate the conclusion reached 
in earlier paragraphs that average real earnings per hour in the majority 


TiBlE *7.— CHANOES in NoUtNAt AND ReAL WEEKLY EaUNINGB EETWEEN 1929 AND 1938> 


Industry and elan of labor 

Aver&sc nominal 
weekly earnings 

Percentage change 
in average weekly 
earnings 

Average 
hoon per 
wrak, 


1020 

1DS8 

NoDunal 

Real 

1088 

Manufacturing (wage earners only) — 

$29.39 

$19.70 

-87.0 

-13.7 

39.0 

Mining (wage earners only): 

31.29 



+7.3 


AntHr&cite co&l 

24.20 

-22.4 

20.8 

Bituminous coal 

29.09 

12.32 



27.4 

MetalBlcroua 

80.19 

13.46 

-88.0 

-16.4 

39.8 

Quarrying and nonmetallic 

23.67 



-20.2 

80.8 

Crude petroleum 

36.37 


-27.1 

■ajLi 

44.0 

Trade: 






Retail 

22.67 

16.22 

-28.9 

-1.1 

■ bllH 

Wholesale 

36.06 

27.18 

-24.8 

■20 

BtllM 

Public utilities: 






Telephone and telegraph 

29.37 

23.88 

-fi.D 

+30.2 

37.3 

Electric light and power 

30.01 

24.62 

-18.0 

+13.4 

43.9 

Electric railways 

33.02 

27.80 

-19.8 

+10.4 

49.7 

Steam railroads: 





Wage earners > 

82.01 

25.94 

-20.2 

+10.4 

42.1 

Salaried workers 

43.02 

80.07 

-19.8 

+10.4 


Service: 





Laundry 

IPl 

18.79 

-27.1 

+0.8 

42.1 

Cleaning and dyeing 


19.93 

-35.5 

Bhll 

49.4 

Hotel 

16.07 

12.10 

-28.7 

-1.4 

91.2 


■ No dato. 

I From Lyon, Homan, Tcrborgli, Lorwin, Bearmg, and Maribnl], Tht Noli’onal n<corrry Aiminislntin, 
p. 778, Tlio Weekly cornioge figures for manuiseturlBg, wbolciole trade, rclnil trade, power laundries, cleaning 
and dyeing were computed from census dato; tboie for telephones and telegraphs, electric light ood power, 
electric railways, crude petrokum produetioo, and nonmctollic mining from the U. S. Department of Commerce 
publication, TAe Nofionol /neome, Utese for anlhradte coal, bituminous coal, and metalliferous 

nuning from data of the U. S. Bureau of Labor Stotlitics; and those for the railroads from t)ie reporto of the 
Interstate Commerce Commission, Tbe figures on average hours per week arc derived from the reports of the 
Bureau of Libor Statistics, except for the railroad item, which is based upon Interstate Commerce Commission 
dato. Notmnol weekly earnings in 1098 were divided by 0.788 (the ratio of the 1088 cost of living to the 1080 
cost) and the result was compared with nominal earnings in 1020, 

of lines of enterprise were higher late in 1932 or early in 1633 than they 
had been in 1929.^ Finally, attention should be given to the relative 
gains or losses of different classes of labor and to the purport of the data so 

‘ Where average real earqings per week either rose or showed little change, it may be 
taken for granted that real earaings per hour were considerably higher in 1933 than in 1929, 
since hours had been generally reduced. Also, ns the Brookings group point out, it does 
not follow that real hourly earnings went down even where real camiags per week showed 
a substantial decline. A glance at the last two columns of the table indicates that where 
real income was materially below the 1929 level, average hours were low. In the case 
of manufacturing wage earners, for example, the decline of 13.7 per cent in average real 
iueome per week was due wholly to a decline m average hours from 99 to 39. 
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far as to the effect of depression upon the real weekly earnings of employed 
labor as a whok is concerned. Wage earners in manufacturing, while 
enjoying higher real homfy earnings, lost more than one-eighth of their 
real weekly income between 1929 and the first half of 1933;' and workers 
in the mines (except anthracite coal) , in retail trade, in cleaning and dyeing 
establishments, and in hotels also experienced losses of varying severity. 
On the other hand, anthracite coal miners, employees of wholesale-trade 
establishments, public utility employees, and railroad workers all experi- 
enced fairly substantial gains. Tie effect of these changes upon the 
employed part of the laboring class as a whole can best be ascertained by 
weighting the groups according to their numerical importance. Such a 
weighting indicates (largely as a result of the relative size of the manu- 
facturing group, which sustained a 13.7 per cent loss) that the gains of the 
workers in more than half of these industries were negatived by the losses 
of the minority of larger groups. It is <ptain that real weekly earnings of 
employed workers as a whole had not declined greatly by 1933; but it is 
equally certain that they had not greatly increased. 

But the real income of the wage-earning class as a whole declined to a 
tragic extent during the years 1929-1983. Whether the mcrease (in 
the majority of lines of enterprise) in real hourly earnings— i.e., the failure 
of hourly rates to decline in proportion to the price declme— and the 
maintenance when all groups are taken into account of real weekly earn- 
ings accentuated this decline or made it less extreme than it otherwise 
would have been is another question. The immediately relevant fact 
is that while the real earnings of those workers in the enviable position 
of having jobs were behavmg in the manner described m the immediately 
preceding paragraphs, widespread unemployment was reduemg average 
real annual earnings per person normally attached to industry enough to 
wipe out not less than one-third— possibly more— of the gain achieved 
between 1890 and 1930. It is clear that between the third quarter of 1929 
and the first quarter of 1933 approximately 40 per cent of the wage earners 

' It may be mentioned tbat tie estimate e( the movement of real weekly earnings of 
manufacturing workers is in substantial agreement with the estimates of the National 
Industrial Confetenee Board (oy. oi., pp. 6-8) and nth certain bdependent compubtions 
that have been made, In WSl, accordbg to the Board’s study, average weekly money 
earnings in manufacturing were Id.4 per cent lower than during the corresponding quarter 
of 1930, and 26.S per cent lower than during the corRspondbg quarter of 1020. In 1931 
as a whole average weekly eanungs were 12.1 pet cent below those of 1930 and 20.6 below 
those of 1929. In view of the fact that these reductions were greater than the decline in 
prices (as measured by the Board’s own cost of fiving indes), teal weekly earnings b the 
reporting manufacturing industries were 4.4 per cent lower than in the same period of 
1930 and 11.7 pet cent lower than in the same period of 1929. Computations made by the 
authors upon the baris of changes b payroll and volume of employment of firms reporting 
to the United States Bureau of Labor Statistics, and of the cost of living changes as b4 
cated by the Bureau’s iudea, show that during 1932 workers who continued to be employed 
lost between 4 and 6 pet cent b purchasing power of weekly earnings. 
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attached to manufacturing were laid off,‘ and as has already been said, 
nearly 16 million persons were unemployed early m 1933. While our 
data do not justify us in computing index numbers of average real earnings 
per active member of the labor supply (t’.e., earnings per employed worker 
multiplied by the percentage of those attached to industry who were 
employed), such as were presented tor the earlier years, the facts about the 
decline in employment between 1920 and 1933 are perhaps illuminating 
enough. A very substantial part of the gain of the first three decades of 
the century was taken from the working class as a whole by the depression. 

It remains to summarize the trend of real earnings, in so far as the 
data available make summarization possible, since the depth of the 
depression. In 1933, as everyone knows, an extensive system of govern- 
ment control, more or less effective until its invalidation by the Supreme 
Court of the United States in 1935, was inaugurated, applicable to more 
than 60 per cent of the nation’s wage earners.^ Both employment and 
total payrolls, in the majority of industries, have risen substantially above 
the low points of 1933. Average hours worked per week declined during 
the second half of 1933, remained substantially the same during 1934, and 
then rose after invalidation of the code system in 1935. The cost of 
lilting has risen. What has been the aggregate effect of these conditions 
and changes upon the real income of the workers? 

Real hourly earnings may again be considered first. It will be remem- 
bered that for the most part the workers did not lose, but on the contrary 
gained, between 1929 and 1933 so far ns the purchasing power of nominal 
hourly earnings was concerned,’ and it seems beyond question that this 
tendency continued at least until 1935. Serious question may be raised, 
it is true, as to whether real hourly earnings in industries and occupations 
subject to the code system advanced in the manner called for by the high- 
purchasing-power theory of the NRA, and whether, indeed, the NEA as a 
causal infiuence raised wage rates per hour much more than the increase 
in the cost of living.’ But the general upward movement of real hourly 

* The average of the Bureau of Labor Statistics monthly indexes of factory employment 
(1023-1926 =5 100) for the last three months of 1929 was 103.7» and for the first three 
months of 1933, 60.0. 

^ It must be remembered that at the time the NBA was launched industries having more 
than a third of all employees in the country-agriculture, steam railroads, government, 
domestic service, professional service, nonprofit instituUons, and others— were exempt from 
its provisions. Also, a considerable number of industries nominally subject to codes 
already had wage and hour schedules so favorable that few of their employees were affected 
by the code provisions. In this chapto*, however; we are not primarily concerned with the 
question of what part the National Industriol Becovery Program, as a causal influence, had 
upon changes in real earnings during and after 1933, but merely with an account of change 
in real earnings in general. The tbeo^ and the structural and functional aspects of the 
NRA are discussed in Chap. Yl {infra, pp. S5C-S70). 

>Supro, pp. 116-117. 

*The Broohiags Institution gwup (Lyon, Homan, Terborgh, Lorwio, Dearing, and 
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earning during tlie second half of 1933 and on through 1931 is established 
beyond reasonable doubt. Professor Wolman, generalizing upon the 
infornialion afforded by the 1933 Census of Manufactures, the Interstate 
Commerce Commission, and the Bureau of Labor Statistics on the move- 
ment of nominal earnings and the cost of living,* has concluded that real 
hourly earnings of all important groups except anthracite coal miners, 
railroad employees, telephone and telegraph workers, and employees of 
electric railroad and motor bus companies were higher during the fourth 
quarter of 1934 than in June of 1933, when tlie rise in nates and the revival 
of employment were just beginning,* the percentage gains and losses being 
indicated in a footnote later.® 

Between 1933 and 1935 real hourly earnings increased substantially 
more than did real weeldy earnings, owing to Uic simultaneous increase in 


Matsball, Tk Kalmal Itamttj Aimiddnlm, pp. 785-780) ks concluded; "(1) Tk 
NRA raised subsUinlintly boLli tlic Average boudy enrnings and the cost of living of Ibc 
nation’s employed n'orbers as a vbolc. (8) If on Ibe average iragc rales per hour were 
raised more Ibnn living costs, tbc dilfcrence ma small.” It sbould be noted, bomvet, 
that tbc Brookings economists tvere primarib’ concerned svitli tbc cifcct of tbc NBA upon 
both mages and prices, not adib the general inovcmcnl of tbc tvo irrespective of c.aiises. 
Hence grcalct emphasis ana laid upon tbc movements doting the latter ball of 1033, alien 
tbc clianges in talcs of wages of awkers snbjcel to tbc codes (and not already receiving 
more than tbc code minima) could be almost vboliy attributed to tbc codes and tbc Presi- 
dent's re-cmploymcnt agreement. Also, since tbc objective of this group ans to ascertain 
what part of the incrca.se in nominal hourly earnings itos olInlmlM It tbc code system, 
and wbat part of tlie oilsetting rise in tlie cost of living ves ofto tlltikltUt It this system, an 
adjusted cost of living indcs was a'orked out, constructed so as to cscludc tbc component 
of retail prices consisting of payments to farmers (plus processing Lasts) and payments for 
imported commodities, because ebanges in tliese elements were imputable to tlie AAA 
program, tbc monctarj' devaluation, and other factors, ratlicr than to tbc NR;1. Tbc 
Brookings economists were of Uie opinion Ikt both tbc United States Bureau of Labor 
Statistics and the National Industrial Conference Board cost of living indcscs understated 
the average increase in living costs of tbc country’s wage caruers ns a whole during 1833. 
If this is true, tbc apparent discrepancy between Uie Brookings conclusions on tbc move- 
ment of real hourly earnings and those of Professor Wolman, quoted a little later, could be 
csplaincd in park 

‘Leo Wolman, "Wages and Hours Under Codes of Fair Competition,” National 
Bureau of Economic Bcscarcb, BvUctin fid (Mur. Ifi, 1835), pp. 5-7. 

* Professor Wolman also calls attention to Ibc fact that in tbc cases wbcrc teal hourly 
earnings declined between 1833 and the end of 1^4, tbc rales of wages ivcrc already rela- 
tively high in 1938 and bad not been materially reduced during the course of the depression. 
Thus, hourly earnings of nnlliraeite coal miners, whicli are shown in footnote 3, p. 185, 
to have been 7.0pcr cent lower at the end of 1034 than in June, 1833, had remained at above 
80 cents an hour since 1089. They were not reduced during the depression and were not 
increased in tbc months of the initial recovery. Tbo hourly wages of telephone and 
tclcgrapb workers likewise were high (71 cents an hour) in June, 1033, and were conse- 
quantly not increased greatly thereafter. The same was true of the wages of employees 
of the raibads, which, ns was indicated in an earlier footnote (supra, p. 118), were not cut 
unt3 February, 1938, when a 10 pec cent reduction became effective. 

•liiffo,p. 185, footnotes. 
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hourly rates and limitation upon length of the work week under the gov- 
ernment’s labor policies of 1933-193S. Between 1935 and the autumn of 
1936, however, hourly rates of pay advanced very little, the cost of living 
rose, and the average weekly work period was lengthened.' The conse- 
quence was that during the first of these periods the movements of real 
hourly and weekly earnings showed wide diversity, but that over the 
1933^1936 period as a whole the movements were much the same. There 
can be no doubt that real hourly earnings were substantially higher in 
1937 than they had been in 1933; and in view of the already indicated 


Tabus iS.— R eal Avebaoe Weeklt akb Reai Atebaoe noDBUr Eaemnos, Pebceotaob 
CaANGES, 1033 TO 1D30‘ 



FertcDtaBC IMS lo IDSO 

Indtiilrjr 

Itcal arenge 

Iletl Amaire 


irecld^cariiiDp 

hourljr cArningi 

Manufacturing 

-1-18.1 

+16.9 

Extractive iodustrics: 

Coal mitunir 

-f84.3 

-8.4 

-1-41.7 

+30.8 

-6.6 

+48.9 

Aothracite 

Bituminous 

Other mining: 

Metalliferous 

+10.7 

+80.4 

-0.8 

+8,6 

+3,8 

+8.1 

+4.7 

J.1 1 

+10.0 

+7.0 

+10.7 

+6.8 

+8.1 

+13.1 

+8.6 

Nonmctnllic and qunro’ing 

Ctudc'i^elToleuTQ wdduciM 

Public miiitics..... 

Telephone ond tclci!raDh 


Electric railroads and motor bii8fl.s. . 

Trade 

^Vholesale 

+1.1 


Retail 

+d!6 

Service industries 


Laundries 

+1.8 

+3.3 

-z.o 

+8.G 

Dyring and denninc 

Hotels ‘ 

Class 1 railroads 

+0.4 

+11.7 

+8r6 

Building construction (private) 




Ilco WolDJUi. "Tilt nccovcTE in Wigti aid Enplojneni," Nalional Burew of Eammc BcKareb, 
Bullrlin IS, p. 1!. 


1 Professor Wolman in his I03G study ("The Recovery in Wages and Employment,’’ 
National Binenn of Economie Research, Bu/lctin dS, Dec. 81, 1030) poinU out that hourly 
money earnings in manufacturing industries increased 10.1 per cent from 1033 to 1034, 
3.0 per cent from 1034 to 1035, and only 0.9 percent from 1035 to 1030. The cost of Imng, 
on the other hand, increased rather little during the 1033-1934 period, when hourly earn- 
ings were experiencing most of the 1933-30 advance, and real hourly earnings therefore 
advanced much mote rapidly between 1033 and 1036 than thej- did in the following year. 
The cost of Imng index numbers computed by the National Bureau of Economic Research 
from the revised indexes published by the D. S. Bureau of StaUstics for the 1933-1935 
period (1989 = 190) are as follows: 1033, 7U; 1934, 78.8; 1936, 81.1; 1936, 81.0, 
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fact' that hourly earnings on the average were not lower, but on the con- 
trary were, if anything, higher in 1933 then in 1929, the fourth year of the 
recovery period found the average employed person receivmg considerably 
more goods and services for an hour’s work than just before the depres- 
sion. The percentage gains in, real average hourly earnings in both manu- 
facturing and nonmanufacturing industries for the entire period, as 
indicated by Professor Wolman’s most recent study, are shown in Table 
28,* 

As has already been pointed out, real weekly earnings did not advance 
greatly between 1033 and 1935,* but thereafter, as the hours constituting 


‘Siifra,pp. UG-in, 

* Moaey hourlj- eirningi were in gencnl as liigli in ISSS ns in 1929, wticli, o! course, 
meant— in view of the fact that the cost of living had not returned to its 1999 level— that 
the purchasing power of hourly comings was substantially higher than it hod been seven 
years earlier. Professor Wolman in bis 1930 study (^. cif., p. II) has concluded that teal 
hourly earnings of factory employees were 9T per cent greater in 1999, those of railroad 
labor 99 per cent higher, and those of common labor in roadbuilding 96 per cent higher. 
Weekly re.al earnings, on the other bud, while generally above the 1933 level, were hdow 
the level of 1999, and in some cases suhstanlially hdow, 

'Professor Wolman, in tlie earlier atu(^ to which reference bs been made (“Wages 
and Hours under Codes of Fair Competition,” National Bureau of Economic Besearch, 
Buifdin A'o. Si, Mat. 16, 1936, pp. 6-7) concluded tbt the following were the percentage 
changes in actual and real hourly earnings and in actual and real weekly earnings from June, 
1933, to the last quarter of 1931: 


PerccDtigcchaasc, June, 1088,tolut 
quBrler of IDS4 


Hourly tamings 

Weekly camisp 

Actual 

Seal 

Actual 

Real 

+55.0 

+22.0 

+0.6 

-2.2 

+0.7 

-7 0 


-8.1 

-11.1 

+H.4 

+43.6 

+61.4 

+38.8 

+24 5 

+14.0 

+ia,6 

+4.1 

+2T.7 

+17.2 


-0.3 

-8.6 

+25.2 

+15.0 


1.4 

-7.0 

+19.8 

+1.7 


'6.4 

-5.5 

+4 6 

-4,1 


'0.0 

-2.2 

+25.6 

+15.0 


'4.6 

-4.1 

+7.8 

-1.1 

1 

h4.8 

-8.8 

+19.7 

+es 


W.4 

-6.1 


+18,0 

• 

'4.6 

-4.1 

+8.6 

-6.0 

+6.1 

— 8.0 


Isdiutry 


Manofacturioc.... 

Extractive inaijtricii 
Cod miniag: 

Apthracito 

BiUainout 

Other mining; 

Mcta])i{croua.;.:-....< 

Nonmetanic and querying 

CrudevpctrolcuiQ producing 

Public ntiiitb 

Telephone and telegraph a . • . 

Electric light, pover, 

Electric latlroads sod motor bosa. 
Trade: 

^hole»]c..v..., 

Betail 

Clitttirailroade 


It trill be noted that during the closing months of 1934 weekly earnings (except in the 
cases of bituminous and metalliferous mine woriccts) were below tbe 1033 level, whereas 
real hourly earnings were generally above. The fact that in Table 26 real weekly 
earnings are shown to have increased as much between 1933 and 1989 as did teal hourly 



136 


UBOE’S PROGRESS AND PROBLEMS 


the actual workmg week were lengthened, real weekly earnings also 
advanced. The essential facts about the 1933-19S6 trends in both real 
hourly and real weekly earnings are set forth in Table 28. 

The generalizations which emerge from the facts just summarized are 
fairly apparent. (1) Real hourly earnings in the majority of lines of 
enterprise were higher in 1936 than they had been in cither 1933 or 1929. 
When this expression of wages or earnings is adopted, the progress during 
the first three decades of the twentieth century, as summarized earlier 
in this chapter, was on the whole continued during the depression and 
postdepression years. (2) Real weekly earnings, in spite of their failure 
to increase as rapidly as real hourly earnings between 1933 and 1936, had 
by 1936 advanced substantially as much. Two factors account for this 
rise: first, the advance in hourly rates of pay while the code system was 
preventing lengthening of the work week, thus maintaining for the most 
part — in view of the fact that the cost of living did not advance nearly as 
much as hourly rates of pay immediately after 1933 — real weekly earnings 
until 1936; and, second, the lengthening of the work week during the latter 
half of 1933 and 1936, when real hourly earnings were not advancing. 
(3) Real average weekly earnings at the end of 1936 were still below the 
1929 level, even though they advanced as much over the 1933-1936 
period as a whole as did real hourly earnings. The explanation of this 
is, of course, to he found in the fact that real weekly earnings declined 
substantially, while real hourly earnings were on the whole holding their 
own, between 1929 and 1933. 

Answers to the question of how the wage-earning class as a whole 
fared with respect to real earnings during the period 1938-1936, and of 
how its position in the latter year compared with that of 1929, have to be 
inferred from the data on total employment, total payroll, and tlie cost of 
living. Two conclusions can, however, be drawn with reasonable cer- 
tainty. In the first place, the gain of the working class as a whole was 
considerably greater than the gain in real weekly earnings per employed 
person. This was, of course, a consequence of fuller employment, reducing 
the differential between average real earnings per employed person and 
average real earnings per person normally attached to industry. Between 
1933 and 1936, according to an estimate of the United States Bureau of 
Labor Statistics, the number of employees in American industry, cxcinave 
of agriculture, increased by approximately 6,009,000.' Viewed from a 
slightly different angle, total payrolls increased more than did the cost 


earnings is a consequence of the failure of hourly earnings to advance appreciably during 
1935 and 1986, while the cost of living was rismg but the average actual working week 
was lengthened. 

^ The following ore the 19S3 end 1930 indexes of employment (1929 = 100), as com* 
piled by Professor Wolman from the data of the U* S. Bureau of Lalwr Statistics and other 
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of living in the majority of lines of enterprise,* In tire second place, it 
is clearly evident that average real earnings per person attached to indns- 


sources (i^., p. S}.‘ 



ma 

me {first fl 
montlu Qve.} 


68.8 



61.7 



D7.fi 

77.8 


36.6 



44.fi 

48.8 


Cfi.fi 



70,4 

71.7 


70,0 



78.8 



78.1 

66 6 


78.1 

85.8 


78.8 

85 8 


70.J 

88.8 


74.3 

81.0 


68.8 

68.2 


81.fi 

45.7 



^ Between 1983 and 1338 the cost ol living (1929 «= loo) increased from 76.2 to 81.9. 
Payrolls in the major branches of industry (same base) on the other hand increased as 
follows: 


Industry 

1038 

1084 

1986 

IDSD 


46. S 

67.8 

66 8 


Selected oeau^uriog: 

ce 7 

78.4 

7fi.6 



87 0 

61.4 


82.7 


48.7 

60.fi 



S9 7 

44.fi 




34 4 





68 0 

74 6 




C2 7 





80.8 

36.8 

40.6 

48 9 


71 6 

82.7 




52 2 

66 2 






86.8 

87,3 

Elective industries: 

Cos) 

46.8 

66.fi 


87.8 




Otlier tnining: 

fit). 8 

20.7 









44.1 




Fablic atilities: 

C8.2 

71 6 


77.7 











IVnde: 

60.8 









Service induitrks: 

6fi5 

04 fi 


78 4 


49.6 

68.1 

67,9 

01.8 

hH ... . ^ 

61 0 

61.8 


60.8 


47.9 





SO.O 

23,2 

82.0 

48 2 



One characteristic of the recovery movement since 1988, it will be noted, is that payrolls 
have increased more than employment. The chi^ reason for this fact is the large number 
of men worldog only part time at the depth of the depression. Under such circumstances, 
the recovery movement manifested itself m a di^roportionate rise in wage payments and 
a lag in re*employment. 
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try in 1936 and 1937 were still considerably below the 1929 level. TOle 
the cost of living in 1936 was about 18 per cent below that of 1929, total 
manufacturing payroll was 27.5 per cent bolow, and in most other major 
branches of industry the differential between the 1929 and the 1936 level 
was even greater.* When this fact is considered in conjunction with the 
increase in population, and therefore in the number of persons who would 
normally have become attached to industry, the failure of the wage-earn- 
ing class as a whole to regain the depression losses during the first four 
of the recovery years following 1933 is apparent. 

Other Factors Affecting the Standard of Living.— The trend of real 
earnings— by far the most important factor influencing the material 
progress of the masses— has now been discussed in detail. It goes without 
saying, however, that changes in the real remuneration of those who have 
been employed or have sought employment are not, in tlicmsclvcs, an 
entirely adequate measure of the relative condition of the wage-earning 
group. The number of persons dependent upon the average chief bread- 
winner, the relative number of persons contributing to family incomes, 
and the amount and character of free services must all be taken into 
account. Changes in these factors would cause family standards of living 
to rise or fall, even should average real earnings remain the same. This 
account of the material progress of the workers must, therefore, inelude 
some attempt to give quantitative precision to the trend of other factors 
affecting living standards. 

While American statistics of the family as an economic consuming 
unit are scanty, changes in the size of “ households,” for which comparable 
data have been collected by the Bureau of the Census, can with qualifica- 
tions be taken as indicative of changes in the size of natural families.* 

* The following ore the pcrccotogcs by whicli, Recording to Professor Wolmnn’s study 
(op. cil,, p. 2), payroll in 1030 was below the level of 1020; bituminous eonl mining, fiO.lj 
ontbraclte coal mining, 32.8; metalliferous mining, 03.0; nonmcUilIic nnd quarrying, 02,0; 
crude-petroleum producing, 42.0; telephone nnd telegraph, 32.3; electric light and power 
and gas, 12.0; electric railroads nnd motor buses, 33.4; wholcsolc trade, 81.0; relnil trade, 
35.0; laundries, 20.0; dyeing nnd cleaning, 38.2; hotels, 33.8; Class I railroads, 37.0; 
buildmg construction, 50.8. 

’ The Census hns changed its clnssiScation from time to time. In 1000 and 1030 figures 
were presented on the size of "private” families, nnd for the other census years since 1800 
institutions and quasi-family groups were included. The 1020 Census defined a household 
as “those who live together ns one household, sharing the same table." (Alstrnrf of Iho 
fturteen/A Census of iho VnM States, 1020, p, 14.) In 1030, however, “quasi-fnmily 
groups" were dnssified separately. The definition of a family given by the 1030 Census 
was. The term family ... is limited in the main to what might be Ctillcd private 
families, erduding the institutions and hotel or boarding house groups which have been 
counted families in prior censuses. A family may therefore be defined in general as a 
group of persons rdaled other by blood or by marriage or adoption, who live together os 
one hoMhold, usuaDy sharing the same table." {Abslrad of the Fifteenth Census of the 
Vmted Stales, 1030, p. 401.) Single persons living alone were, however, counted as families, 
ns were a few smoU groups of unrelated persons shoring the same living apenmndgtinaa 
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Owing to both the decline in the birth rate and the coming to the United 
States of many male immigrants who did not bring families with them, a 
steady decline has taken place in the last forty years, the average house- 
hold now including 4.1 persons as compared with 4.9 in 1890.' While the 
decrease in the size of families has not been the same among all economic 
classes, it is probable that the relative decline for the wage-earning class 
has not been greatly different from that for the population as a whole.'' 
Along with the decreasing size of the famfly has gone a change in its com- 
position. Fewer children, on the average, have to be supported, and a 
larger proportion of the adults are within the self-supporting age groups. 
Table 39 indicates the decrease in the percentage of the population under 
ten years of age. 

Tism !8.— PBioESTioB OF Popomtion utobb Tbs Yeam of Adb' 


Year 

t 

1 

Bdtfjn. (18S0 = 100) 

1890 

80.3 

IDO 

1900 

83.3 

98 

1010 

88.8 

91 

1080 

81.7 

39 

1930 

19.6 

81 


> Tliu table is a coaUauation of tbe oae presented Fn^essor Douglas p. 469} for tbe period 166(h 
1920« The 1090 perceolsse ia taken from AhHmt 0 / Iht F^eadk Cattui qf fKe Dnded 1090, p. 162. 

Again it must be recalled that the birth rate has not declined in the 
same proportion for all classes, and the indicated decrease of 19 per cent 
in the numerical importance of children less than ten years of age is not 
necessarily the exact percentage applicable to the wage-earning class; but 
it is certain that persons under the age of possible gainful employment, 
and therefore dependent upon those who do contribute to family mcome, 
constitute a smaller proportion of wage-earning families than they did 

as "partners.’^ Households repotting more than ten lodgers were classified as boarding 
or lod^ houses rather than os families. Two or more related persons occupying pe^ 
manent quarters in a hotel were in 1930 counted as a private family rather than as a part 

the hotel group. Because of the fact that Census figures on the siee of private families 
are not available for 1890, 1910, and 1920, the data used in this paragraph are those of 
households, or what the 1980 Census called 'Topuktlon per family including institution^ 
etc.” 

^ Ahstract efthe Fificenih Census of tlie United Sides, 1030, p. il5. The average number 
of persons comprising the household in census years has been: 1690, 4.98; 1900, 4.69; 1910, 
4.54; 1920, 4.34; 1930, 4.10. 

^ Undoubtedly both the birth rate and the average size of family have decreased more 
in the professional and middle^ass groups Uian among the wage earners. On the other 
hand, the decline has been less among tlie independent farming population, and it Is not 
unreasonable to assume that the decline in the average size of family in the wage-earning 
class has not been substantially less than that iudicated for the country as a whole. For 
fuller discussion of this matter, see F. H. Douglas, Beal Wages in (he United Stales, 
1M926.PP. 4SH88. 
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forty years ago.‘ A closely related factor affecting living standards of the 
working group has been the increased percentage coming within the age 
groups where earning capacity is greatest. In Table 30 the percentage 
of the male population in stated age groups is given for tlie period from 
1890 to 1930. It will be noted that the proportion of the superannuated, 
who normally must be supported by others, has increased, but that the 
resulting burden has been more than offset by the decline in the proportion 
of juveniles. The second and third age groups arc, of course, those who 


Tabu] 80.— Pehcentaob of Male Popolatioj! m DirmENi Aqe Gnoors' 


Year 

0-10 yean 

1 

10-41 }‘ean 

48»C4 yean 

09 Stan nod oh’cr 

1800 

45.2 

37.3 

13.3 

3.7 

1000 

43.0 

37.0 

14.1 

4.0 

1010 

41.1 

80.4 

15.1 

4.1 

1020 

40.3 

38.2 

10.0 

4.5 

1030 

38.7 

37.0 

17.0 

5.5 


^ Fibres tor 18tl(y-liiS0 tron ?• IT. Douglui op. dt., p. 484, ond Oio^c tor IfiSD from ^Ibtlroeto/lheFi/lenli 
Ceniuf UnHed Sidet, 1990, p. 184, 


are most economically p'roductivc, and tlie increase in the percentage 
of the male population included within them has been substantial.® 
Account should also bo taken of changes in the relative proportion of the 
adult population gainfully occupied. There has, it is true, been no 
increase during the last forty years taken ns a whole in the percentage 
which employed males have formed of the total number ten years of age 
and over,* but the percentage of women working for economic reraunera- 

‘ Professor Douslns points out that if we assume the average fomily in 18D0 to have 
included S.O persons, aud thot there wos a decrease of 15 per cent by 1 080, then the overage 
aiec in this latter year would be 4.85. The overoge number of children under ten years of 
oge who would hove been included, on the avemgc, in each family in 1800 would therefore 
hove been 1.22. By 1020 this would hove shrunk to 0.02, or an average decrease of three- 
tenths of 0 child per family— equivalent to n relative decrease of 26 per cent in the number 
of children of these ages to be supported, /hid., p. 484, It is worth mentioning, also, that 
if the children's group is widened to include those from ten to fifteen years, ns well ns those 
under ten years, of age, the relative proportion which tiiey formed of the total population 
was 35.5 in 1800, 31.8 in 1020 and 20.4 in 1030. 

* Nathan Levin and the Stntisticol Department of the Metropolitan Life Insurance 
Company hove mode estimates of the probable effect of these shifts in age composition 
upon the earmng power of the male population. The latter body, taking 100 ns the maxi- 
mum earning power of the male population, which would be attained were nU its members 
at that age where their individual earnings would be at their maximum (forty-three years 
in the opinion of the Metropolitan), estimates the relative earning capacity of male workers 
as a whole dunng these years: 1800, 45; 1000, 47; 1010, 40; 1020, 50. The ciiange in age 
compoation was therefore responsible for an increatle in earning capacity of five points, or 
11 per cent B. H. Douglas, t'hid., p. 485. 

*C/. p. 28. It will be recalled that the percentages which employed males have 
formed of the total number ten years of age and over have been: 1600, 70.3; 1000, 60.0; 
1010, 81.8; 1020, 78.2; 1030, 76.2. 
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ticin, as is mentioned in a later ch^ter,' has increased from 17i to 22,0;* 
in other words, 4.6 per cent more women and girls out of every 100 were 
gainfully employed in 1930 than m 1890. 

All of the influences that have been discussed— the decline in the size 
of families, the decrease in the relative number of juveniles, the mcrease 
in the proportion of the population of productive age, and the changes in 
the relative proportion of the population gainfully occupied— have obvi- 
ously operated in the direction of improved standards of living, entirely 
aside from the increase in real earnings. As a way of combiaing these 
influences into a composite average, we may divide the total population 
for census years by the total number gainfully employed, and thus ascer- 
tain the number of persons, on the average, dependent upon each gainfully 
occupied worker.’ 


TiBi.s SI.— ArmoE Nmiami or Fensoii's DerEaoian os Each GjuaroLLt Occupied 
W onzra, 1B8W830 


Yeir 

Total popolatioD 
(000,000 omitted) 

Number over 10 jrean 
lUQtuily employed 
(000,000 omitted] 

Number oi perioni per 
gainfully employed vorker 

1890 

62.62 

2S.S2 

2.69 


76.99 

29.07 

2.61 

1910 

91.97 

38.17 

2.41 

1929 

106.71 

91.61 

2.64 

1930 

122.77 

48.82 

2.61 


Between 1890 and 1910, then, there was a decline of 11 per cent in 
the relative number of persons to be supported by each gainfully occupied 
worker. During the following ten years, however, the number of gain- 
fully employed increased at a relatively less rapid rate than did total 
population, and the percentage of dedine was reduced to 6. Between 
1920 and 1930 the number of persons per gainfully employed worker again 
declined, and by the latter year tiiere were 6.69 per cent fewer persons 
to be supported by each gainfully occupied worker.* 

‘C/.P.879. 

‘ To be exact, tbe petoeutages have been; 18S0, 17.4; 1900, 18.8; 1910, SS.4; 1980, Sl.l; 
1930,22.0. 

I Sucb a computation involves one flaw: tbehuU that some persons are supported enOreiy 
by income from property ratber than from labor. Lack of data makes it impossible to 
segregate tbis group. However, this factor is not important in its influence upon tbe rela- 
tive trend of the number of persons per gainfully employed worker. 

* In view of both tbe large decrease in tbe proportion of children in tbe population and 
the entrance of women into industry, tbe smallness of tbis relative decrease may seem to be 
surprising. The explanation bes, however, in (n) tbe increase in tbe relative number of 
juveniles who are now at school or college instead of at work, as were persons of tbe same 
age a generation or two ago; and (i) the increase in recent years of tbe relative number of 
old people in tbe populaUon, an increasing proportion of whom are not employed. 
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The general effect of the influences discussed in the immediately pre- 
ecding paragraphs might be summarized under the headings of a reduction 
in family needs and an increase in the number of contributors to family 
income.* Both have made for improvement in living standards. And 
there has, moreover, been another influence operating in the same direc- 
tion: the increase in the “free income” of the masses of the people. Dur- 
ing the years of the depression, and especially after 1933, this free income 
Ibecamc a more important factor than ever before. Fear of actual starva- 
tion stalked throughout the land at the time of the depth of the depres- 
sion, and the abnormal conditions forced drastic changes in public 
policies, especially as these pertained to the relief of the unemployed and 
their families. But the verj’ abnormality of the years during which free 
income reached its greatest proportions dictates that measurement of its 
effect upon the material progress of the workers he confined to less excep- 
tional periods. The trend from the 1890’s to the middle 1920’s is, there- 
fore, more truly indicative of the extent to which the workers have gained 
in consequence of these supplements to the rcmimcrntion for their services 
in industry. Table 32, showing the increase in per capita cx])cnditurcs 
of state and local governments, is suggestive of the enlargement of public 
services from which the wage-earning class may benefit. 


TATur. 32.— Psa CAnw ExpuxDiTunns or Statc axd Lnc.a Govkiixsiksts, 1SDO-1D24' 


Year 

Stile 

1 

Loral 

Comlitted 

1800 

$ 1 22 

3 7 22 

$ 8 . 4) 

1003 

2 2C 

11 27 

19.£S 

1013 

3.07 

10.10 

22.07 

1021 

14 14 

48.21 

02.33 

' D.la al llie National In<lii.ttial Coalorraro OoarO, na pmenlad in Wrfin ,Vo. Ill, "CMt ol Covcraiatnl 
in the United StatOi p. SC, and quoted by Pfole^ior DongJiu, op, p, 157 , 


This inercasc of between seven- and eightfold has been reduced to 
comparable dollars by Professor Douglas, who has applied an index of 
government costs, and the resulting relatives show that real per capita 
expenditures were nearly three times as great in 1924 as in 1899. 


‘ Strictly speaking, the third of the influences we have discuased— changes in ngc com- 
position of the population resulting in a larger pereentage of the males in recent years 
being m the age groups where earning capacity is grcalcst-ought not to be considered as 
one of the other things ' (than real e.arnings) iuBuencing the standard of living. To say 
that morn men are in the age groups of greatest earning capacity U merely to say that more 
men are likely to come mtinn the higher paid groups; and the influence should already have 
exerted itself upon the data from which the estimates of relative real earnings were derived. 
However', this third influence belongs in the general category under discussion in the 
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TiBiE 33 .— Feb Cbbita £xBEn)iiu£ES or State aed Local GoTEBEMms ExTBEaBED 
m Tebhs or 1890 Dollabs abb as RELAnrES lo 1890> 


Year 

Per capita 
^pendituftj 
latenoaol 
1890 doUsn 

Relative per 
capita eepen* 
ditnrei 

1890 

8.41 

1® 

1993 

12.® 1 

148 

1S13 

16.® 

197 

m 

24.84 

284 


> I^fessor Douglu regarded the wholesale price i&dcx os too crude a aeosure and took u a better combi* 
nation the indexes of (1) the wages of uoikilied lahor» (S) the lolarlei of government officials and teachers, and 
(8) the prices of building materials. 

In 1890 these expenditures amounted to approximately S per cent of' 
the average income of the workers, and the average person in the United 
States in 1924 therefore received in governmental services* the equivalent 
of 5.9 per cent of the average working-class income of 1890. To the 
extent that wage earners shared equally with other members of the popu- 
lation, it may be said that governmental services increased their real 
incomes by 3.9, or 4, per cent. 

There is, however, some reason for skepticism as to whether the 
workers shared equally with other classes in the benefit of government 
services and public work. Popular impression is, of course, that since 
the workers seldom pay direct taxes, and therefore do not contribute to 
the extent that other classes do toward the maintenance of government 
services, the welfare expenditures constitute both a compulsory deduction 
from the incomes of the more favorably situated groups and an addition 
to the incomes of the wage-earning class. It is true that the workers 
contribute little to the public treasury in the form of income or property 
tax payments,* but it is also true that property owners and the middle 
classes are the ones who derive most benefit from the types of public 
service and improvements that have become increasingly important dm?- 
ing the last generation. The new hi^way systems are used chiefly by the 
owners of motor cars; working-class children do not go through high 
school in the same proportion as do those of the middle and professional 

‘These data pertain, o! course, only to state and local govermuental espenditures. 
To them should he added the increased espeaditures made for welfare purposes by the 
federal government, the principal item of whidi wns during the period here surveyed the 
highway grant. 

‘ It may be contended tbt the burden of the ta: on improvements may in part be 
shifted to the workers in the form of higher rents. But it must be remembered that the 
indei number of the cost of living which was used to deflate money earnings during the 
greater part of this period (c/. pp. SI-®) indoded the cost of housing as one of its com- 
ponent dements. Any increase in rents resulting from taxation on improvements therefore 
has already been allowed for in our estimates of the trend of real esmings. 
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classes; fire and police protection benefit properly owners more than 
they do tliose without properly. In the case of public-health clinics, 
parks, bathing beaches, and tlie aesthetie and sanitary improvement of 
depressed areas, on the other hand, tlie wage earners probably benefit 
more than other groups. Certainly they receive more free income today 
ns a result of governmental expenditures than they did forty years ago, 
even though it would be inaccurate to assume that the 4 per cent gain, 
estimated by metliods described in the preceding paragraph, can be taken 
as an exact figure. Tlie contributions of the economically more fortunate 
to charitable and cducalional work also have the effect of increasing the 
free income of the workers, and of greater imiiorlancc have been the con- 
tributions made by employers through benefit and welfare .systems and 
the compensation paid for industrial accidents.’ Professor Douglas has 
estimated that the real incomes of workers have been increased by about 
7 per cent since 1890 as a result of the growth of public and private free 
services.- In spite of the qualifications that must be appended to 
attempts to measure quantitatively the increase in real income imputable 
to free goods and services, there can be no doubt that this factor, together 
with the decrease in the size of the family and the increase in the average 
number of contributors to family income, has hud an important effect 
upon tlie standard of living of America's wage earners. 

■ Morris A. Copchnd lins cslimolni llmt llicso pnymcnLs, tojctlicr witli diwbilily 
payments made by tlie federal govemraent to participants in llic Inst War and n fev similar 
items, amounted in 1025 to 1.1 billion dollars, or 2.5 per cent of the total paid out in wages 
and salaries, as compared nilb 0.3 billion, or 1.0 per cent, in 1D13. Rrmi/ Etimmie 
Changa, vol. 2, p, 707. 

* The methods by which this estimate was reached were ns follows: The pains from 
eovernment expenditures were calculated, ns has already been explained, by nseerlnining 
whal relation these bore to the average income of the workers in 1800, the real incrcn.se in 
pec capita expenditures, the per cento! the average working-class income of 1800 tlinl was 
received by the average person in the United Stales in 1021, and therefore the gain over 
1800. Tliis gain, it will be recalled, wosfound to be approximately 1 (3,0) per cent. Chari- 
table relief and private donations rretc computed on the per capita basis for 1 020 and 1021, 
and by an estimate based upon various tjpes of prcsumplis-c cs-idcncc of the some type of 
expenditures in 1800, the conclusion was reached that the svorking-clnss gain from philan- 
thropic sources had been not more than 1 per cent, making the total gain 5 per cent. The 
increase in contributions mode by employers tor welfare svork, compensation p.aid for 
industrial accidents, disability payments to war veterans, etc., svcrc obtained from the 
estimates of Professor Copeland in Utrcnl Economic Changes, together with the amount of 
similar contributions and expenditures in IMS, and estimates were then mode of Uie 
Mrresponding figure for 1800. Professor Dougins concluded that the most probable 
increase was between 1.6 and 2.0 pet cent, making a total gain from free services of 0.5 to 
7 per cent. C/. op. oil., pp. 488-480. 
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SHARE OF THE WORKERS IN THE INCREASING 
NATIONAL INCOm 

In an economic system ckracterized— over long periods and in spite 
oi temporary reversals of tlie tendency— by an increase in the quantum of 
goods and sendees available for consumption or saving, an upward move- 
ment of real earnings was pcrliaps to be expected. It would, indeed, liave 
been surprising had the wage earners not shared to an extent, along with 
other economic classes, in tlic increased product of industry.' That real 
earnings just before the beginning of the great depression were substan- 
tially greater than during the closing years of tire nineteentli century has 
been indicated by the data presented in the preceding chapter. There 
still remains, however, the question of whether the increase in real earn- 
ings has kept pace with the increase in productivity. 

The importance of this question has already been suggested. Any 
generalized statement of the forces determining distribution in a system 
of competitive or quasicompetitive capitalism should be based upon a 
knowledge not only of tlie trend of labor’s real remuneration but also of 
whether there has been a gain or loss in comparison with the returns gomg 
to property and enterprise. Probably the best approach to abstract 
theory is via a survey of the historical operation of the distributive tend- 
encies tlie theory purports to explain. It goes without saying that the 
trend of real earnings is only part of tire story of this historical operation; 
the other part lies in the facts about the comparative sharing of labor and 
the other factors of production. Fundamental in any attempt to deter- 
mine whether labor's gains must inevitably be followed by temporary 
losses as a result of failure of wages to advance sufficiently to absorb the 
product of industry— a thesis that played no small part in government 
wages and hours policy during and immediately following 1933— is a 
knowledge of how well wages have tended, and do tend, to keep pace with 
productivity.* Organized labor more than a decade ago enunciated its 
“new wage policy" tliat wages must increase as rapidly as does produc- 

* The statement Ihet some participntion by labor in the incrensed production o( industry 
would bo the normal expectation must not be taken to imply that no inquiry into the ques- 
tion of why distributive lorees should rqienite to iuereose real wages along with increased 
production is ncccssaiy. The reasons why an increase in production should be expected 
to bring an increase in real earnings are discussed on pp. 200-200. 

' The overproduction notion, its trentment in orthodox economic theory, end certain 
of the implications and assumptions of the doctrine ate discussed in vol. II, Chap, I, 

190 
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tivily per worker;* and during llie ceonomicnlly mclanclioly years of the 
1930 ’s it pointed to the tragie collapse of the price system as irrefutable 
vindication of its hypothesis. Effort to evaluate critically this position 
without familiarity with the quantitative data on the comparative shar- 
ing of labor and the other factors of production would be almost futile. 
Moreover, any attempt to determine quantitatively the proportionate 
productive influence of labor and of capital upon produclioii, and there- 
fore to determine whether labor’s rctiini really docs— as “orthodox” 
theory tells us it does— approximate its production of exchange value, 
necessitates, among other things, a knowledge of how the wage earners 
have fared in comparison with other classes. 

Real EAnNiNos and Physical Pnonucr 

Several tests of the relative progrciis or retrogression of the workers 
have already been suggested,- and we may turn first to the most obvious 
of tliese; a comparison of the trend of real earnings with the trend of 
physical production or of real national income. In doing so, however, it 
should be borne in mind that this comparison, while legitimate, is only a 
very rough-and-ready one— in some ways, perhaps, the least meaningful 
and least satisfactory of those we shall make. The facts revealed, for 
reasons already stated,* neither prove nor disprove that the workers have 
been paid in accordance with their worth (i.f., the exchange value con- 
tributed by them) to tlic employer. Since it would be fallacious either 
to place the earnings of a particular group of workers in juxtaposition 
to the real national income of the country ns a whole,* or to compare the 
trend of per capita production tor a particular branch of industry with 
indexes of real earnings of workers in that branch of indiistiy,* we shall 
have to confine our attention, first, to a comparison of the trend of real 
earnings of all workers with the trend of real income or produclion for the 
country as a whole, and, then, turn to the question of the trends of real 
earnings and physical product in selected industries. 

* In the words of the American Fedemlion of Labor: '‘Higher productivity without 
corresponding increase of real wages means that the additional product has to be bought 
by others than the wage earner. This means that llie social position of the wage earner 
in relation to otlier consumers becomes worse, because his standard of living will not 
advance proportionately with those of other groups.” American Federation of Labor, 
Orsanbed Labor’i Modem Wage Pedieg, Research Scries 1, p. 17. Sec also “The Modem 
Wage Policy of the A. F. of L.” Xnmean Federatmiil, August, 10E7, p. 02J. 

• Cf. mpra, pp. iS-Ol. 

’ Supra, pp. 67-68. 

* Because, ns was cxplniucd in more detail on pp. 61-50, changes in the physical output 
of the industry (a factor in the determination of the size of the fund of value from which 
workers attached to the industry arc remunerated) or in the number of workers employed 
in the industry, or in both, may have taken place. 

• Because only by n rare coincidence would the number of workers in that particular 
line have increased nt the same rate ns general population. 
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Real Wages and Real National Income. — Such data as are available 
for the comparison here under consideration — a comparison that should 
show in a general way whether the workers on the average have gained 
as much as has the “average member” of tlie population as a result of the 
increased volume of the flow of goods and services — leave much to be 
desired so far as the early years in American economic development are 
concerned. It is, indeed, virtually impossible to compare the trend of 
real earnings with tlie trend of per capita real income for the years prior 
to 1870, and the information pertaining to the period up to the last decade 
of the 1800’s or the turn of tlie century also leaves much to be desired. 
Some conclusions can, however, be drawn for the period from 1870 to 
1890— a period, it will be remembered, during which real earnings, with- 
out allowance for unemployment, probably increased between 35 and 
40 per cent. Tliat per capita real income during those years of rapid, if 
greatly uneven, industrial advance increased considerably more rapidly 
than did the purchasing power of the workers’ earnings seems almost 
beyond question. According to the estimates of Dr. W. I. King the per 
capita real income of the people of the United States increased approxi- 
mately threefold between 1870 and 1900, and approximately fourfold 
between 1850 and 1910.* These estimates, if unqualified, easily suggest 
the conclusion that other economic classes must have enjoyed gains, 
between the early post-Civil War years and 1900, far in excess of those 
enjoyed by the wage earners. Several qualifications are, however, 
imperative. Undoubtedly a considerable part of the increase can be 

* CJ, W. I. King, Weallh and Income of the People of the United Stale!, p. 129 et eeq. 
Dr. King, in Ms pioneering study, estimated the total national income to have been $6,720,- 
009,000 in 1870, $12,082,000,000 in 1890, and $17,905,000,000 in 1900, Division of the 
total by the populaUon for each year and allowance for changes in the purchasing power 
of the dollar gave the following index numbers (1890-1899 = 100) for the various years: 
1850, 00; 1800, 82; 1870, 79; 1880, 111; 1890, 109; 1900, 232; 1910, 202. A word as to the 
methods used in this study should be said. Dr. King estimated tlie total money income in 
millions of dollars as follows: To the value of the products of the extraedve industries— 
agriculture, fishing, and mining— was added the value imparted to these products by the 
processes of manufacture, transportation, holding for sale, etc. The estimated value of 
the direct services of persons and of residence property was added, i To avoid duplication, 
building costs were deducted, since the income from buildings later appeared as cither busi- 
ness or residence “rentals.” The remainder was taken to constitute the national income. 
The information was almost entirely derived from the United States Census. Dr. King 
believed that the results were moderately aceurate and that the errors for 1900 and 1910 
were not greater than 10 per cent. The earlier census figures were believed to be less 
accurate, the error probably increasing as time distance from the latter years increases. 
Even the figures for 1850 were believed, however, to be probably witMn 25 per cent of the 
correct results. Per capita income in dollars was, of course, obtained by dividing total 
national income by population, and the resulting estimates were deflated by a wholesale 
price index taken from the Aldrich Report on 'Wholesale Prices and from BnUelin lU of 
the old U. S. Burdau of Labor Statistics. Dr. King’s figures are quoted irith permission of 
The Macmillan Company, publishers. 



188 


lABOB’S PEOGEESS AND PROBIEMS 


explained by a transition from a self-sufficient economy to one of mter- 
dependence and exchange. A great deal of that part of our national 
production which never goes upon the market is not registered in indexes 
of per capita production, and as we go further back in our history we find 
this part proportionately greater. In other words, an exaggeration of 
the increase in the national income inheres in the fact that during the 
later years of the period a larger proportion of the national production 
was for the market and a smaller proportion for domestic consumption. 
In the second place, the period was one during which the percentage of 
the population gainfully employed working for economic remunera- 
tion) was increasing, and to divide the national income for the various 
years by the number gainfully employed during those years, instead of by 
total population, would therefore show a somewhat less remarkable 
mcrease on the income side of the comparison, and at the same time be a 
fairer basis of comparison during a period of transition from domestic and 
self-sufflcient economy to one of interdependence and exchange. ‘ Fin- 
ally, it is entirely likely that improvements in the methods of the Census 
Bureau during the later years of the period had the effect of registering 
more completely the total production of the country — again with the 
consequence of an indicated increase greater than that which actually 
took place. Allowance must be made for all these qualifications. But 
even when the allowance has been ample, there still remains a strong pre- 
sumption that the material status of the workers, so far as it can be meas- 
ured by real wages, did not improve as much as did that of the "average 
member” of the population.* 

‘ Such a comparison has been made for the period 1880-19*0 by Professor A. H. Hansen 
[ Factors Affecting the Trend of Real Wages/* American Economic Review, vol. 15 (March, 
1925), pp. 27--431, who has concluded that during these forty years real wages -increased 
at the rate of 1.04 per annum and production per person gainfully employed at the rate of 
1*9 per annum. If we assume (as there is a certain amount of reason for doing) that the 
reiarive rates were approximately the same during the period here under consideration 
(the period up to 1900), it is apparent that the “spread** between the increase in real 
wages and the increase in production per person gainfully employed was substantially 
less than that between real earnings and the per capita real income ns estimated by Dc 
Eng. 

* Direct comparison of the trend of real wages and of per capita income in England dur- 
ing the period here under consideration can be made only from inferences based upon 
esrimates of the percentage of the total national income going to labor. Mr. Chiozsa- 
Money has estimated that the manual workers* share of the national income was the same 
in 1903 that it had been in 1897. Since the percentage of population gainfully employed 
and the proportion of wage earners to total population did not change greatly during this 
period, there is some ground for concluding that the EngHsh workers about held their 
own in relation to other economic classes. Professor Bowley (Clianje in He Dieiribution 
o/(te Ndionai Income, Clarendon Press, Oxford, 19*0) has esUmated the division between 
the workers and other economic groups for the years 1880 to 1913. He found that while 
the percentages had varied from year to year, they were the same in 1918 as they had been 
in 1880. Writing of 1880 he said; “The proportions to property and labor are 37.6 per 
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For three decades following 1900, and for part of the depression years 
of the 1930’s, our data are more nearly complete. In 1922 the National 
Bureau of Economic Research published a study of the size and distribu- 
tion of the national income during the decade 1909-1919;^ in 1929 the 
estimates of Professor Morris Copeland appeared in the study of economic 
changes sponsored by government and private agencies;® a year later 
Professor King published a study covering the period from 1909 to 1928;® 
in 1934 there appeared a study by the stafE of the Brookings Institution^ 
covering the period from 1900 to 1930, and also Simon Kuznets’ survey 
of trends during the first three years of the depression;® in 1936 and 1937 
Department of Commerce studies covering the eight-year period 1929- 
1930 were published;® in 1937 also Dr. Kuznets’ later study covering 
the period 1919-1935 was published;’^ and numerous articles upon, and 
monographic studies of, the national income and of physical production 
provide a basis for more confident generalization than could be made 
in the preceding paragraphs.® From the information now available we 
can speak with reasonable certainty about the increase in the flow of 
goods and services from which all economic classes derive their livelihoods, 
and about the relative sharing of the workers in this increase. 

In the following tables, the estimates of the Brookings Institution, 
which included the results of earlier studies as well as independent calcula- 
tions,® of the increase in the total and per capita national income and 


cent and 62.5 per cent, exactly as in 1913. Though it is sot proper to lay stress on the 
exact equality of the proportions at the two dates, yet the evidence is sufficient to show 
that any change there may have been is inconsiderable.” Elsewhere [“Comparison of 
Changes in Wages in France, the United States, and the United Kingdom," Economic 
Jourml, vol. 8 (1904), pp. 474-489], Professor Bowley has published estimates which 
indicate substantially the same distribution back to 1860. 

‘ National Bureau of Economic Research, The Income in the United States, 2 vols. 

’"The National Income and Its Distribution,” Recent Economic Changes, vol. 2, pp. 
767-889. 

* The Naiicnal Income and Its Purchasing Power. 

‘leven, Moulton, and Wnrburton, America's Capaciig to Consume. 

® National Income, 19B9-1SSS. 

• National Income in the United States, 19S9-19SS. 

’ "National Income, 1919-1935” Bulletin 66, National Bureau of Economic Research. 

' Cf. eqjecially, F. C. Mills, Economic Tendencies, E. E. Day and Woodlief Thomas, 
“The Growth of Manufactures,” Census Monograph VIII, W. W. Stewart, “An Index of 
Physical ]?ioduction,” American Economic Renew, vol. 11 (March, 1921), pp. 57-82, 
P. H. Douglas and N. A. Tolies, “A Measurement of British Industrial Production,” 
Journal of Political Economy, vol. 38 (1930), pp. 1-28, and Robert H. Nathan, “Expan- 
sion in the National Income Continued in 1986,” Survey of Currenl Business, July, 1936, 
pp. 1-6. 

' The Brookings Institution utilized Dr. King’s estimate of the national income for 
1900 as made in his earlier study {Wealth and Income of Cie People o/ the United States) and 
Ins continuous series for the years 1909-1925 as set forth in The National Income and Its 
Purchasing Power, as well as certain unpublished estimates of the National Bureau of 




140 


tABOE’S PROGRESS AND PEOBtEMS 


indexes of the increase after allowance for the fluctuating purchasing 
po'^rer of the dollar has been made, are presented. “National mcome,” it 
wilt be noted, is conceived of as including two categi>ries: (a) income 
lesolting from current production of goods and services and (b) income 
derived from the use of property in consumption (such as net residential 
rent, net interest on installment buying of consumers’ goods, net inter- 
est on other consumers' goods, imputed net rent on owned homes, and 
imputed interest on other durable goods in the hands of consumers). 

Table 84.— The Geowib ik Income op the Aueeican PeopI-s> 1900-1MO' 


(In cmiest dollnrs)* 


Year 

All income* 

Iceome from current 
production* 

Other income* 

Total (000,000 
omitted) 

Per capita 

Total (000,000 
omitted) 

Per capita 

Totoi (000,000 
ofttitted) 

Per capita 

moo 

19,100 

261 

17,036 

224 

2,066 

27 

1000 

80,900 

341 

27,720 

SOG 

3,174 

35 

1010 

82,680 

359 

20.176 

316 

3,405 

37 

1011 

82,674 

347 


310 

3,481 

37 

1012 

36,223 


31,004 

332 


38 

1018 

87,122 

382 


343 

8,813 

SO 

1014 

80,282 ' 

306 

32,264 

326 

3,078 

40 

1018 

39,322 

391 


360 

4,122 

41 

1016 

48,227 

473 

43,823 

430 


43 

1017 


642 


400 

4,764 

46 

1918 

02,884 



543 

6.624 

54 

1010 

70,281 

008 

63,380 



61 

1920 

76,307 

707 

07,825 

G31 

8,072 

70 

1921 


558 

62,746 

486 

7,040 

73 

1922 


013 


541 


72 

1923 


G86 

08,381 



76 

1924 


088 

69,924 

612 

8,670 

76 

1026 

84,708 

731 

76,918 

655 

8,860 

76 

1020 

80,305 

736 

77.177 

G57 

0.218 

78 

1927 

86,333 

725 

77.003 

647 


78 

1028 

89,335 

741 



0,656 

80 

1020 

91,938 

755 

81,040 

673 

10,048 

82 


• Ewiuave of pro6ls froai the lale ol property. 

* Exclusive of incoDe from loreies iovcstmenls. 


■ChfcBy rtlurai on propetljr mod in dirtcl coiuninpUon. Includn tko ool incont from foreipn 
investments. 

* From A merica'j Capcci/if Contuae, p. 148, 


Research. In making its additional estimates the Institutioit sought consistency 
with the original series rather than greater tefinement of data, and the esUmates presented 
in these tables ©ve us the best CQnUnunua aeries tkwsifsd. 

of the depression. 
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Table 36.— Tbb Gkowth in Real Income op the Ambbican People, 1800-182(1* 
(In dolkrs of 1813 puichasing power)” 


Year 

All income including 
business savings^ 

All income excluding 
buiineas savings^ 

Income from current 
production only* 

Total (000,000 
omitted) 

Per capita 

Total (000,000 
omitted) 

Per capita 

Total (000,000 
omitted) 

Per capita 

1800 

24,331 

320 

23,094 

311 

22,000 

289 

1909 

32,424 

368 

31,004 

343 

20,371 

326 

1910 

83,381 

302 

32,202 

849 

29,801 

323 

1011 

33,664 

368 

32,842 

850 

80,823 

329 

1912 

86,906 

377 

34,035 

SOS 

82,063 

336 

1913 

37,122 

382 

35,722 

308 

38,300 

343 

1914 

36,944 

303 

36,304 

867 

32,440 

327 

1916 

39,049 

388 

30,940 

307 

84,610 

343 


44,204 

433 

39,077 

380 

87,044 

863 

1917 

43,603 

421 

39,914 

386 

33,911 

328 

1918 

41,130 

303 

39,821 

881 

32,720 

SIS 

1919 

40,001 

380 

37,536 

857 

33,943 

323 

1920 

38,079 

367 

37,374 

860 

81,286 

293 

1921 

36,849 

330 

37,431 

344 

82,468 

299 

1922 

42,704 

387 

iUOiO 

878 

87,004 

841 

1923 

48,041 

429 


416 

41,408 

870 

1924 

49,004 

429 

48,160 

421 

42,404 

871 

1026 

■ 1 H 

443 

49,587 

428 

44,006 

386 


HninKH 

442 

60,046 

481 

49,776 

390 




61,408 

432 

46,387 

389 




64,303 

460 

47,231 

392 

■1 

li lli fl 

473 

66,270 

462 

48,643 

398 


“ Exclusive of profits from the sole of property. 

^ Deflated by index repreaenting prices of goods and services purchased by consumers. (Bosed on King’s 
data m Tht f^oftonof Ineome end Iti f ureiianRg FeverO TIus docs not strictly apply to tiie portion of the 
income retained as savings in business enterprises. However, the portion of tliis type of income is so email 
and the difference between the price index of cspitol goods and tiuit of consumers’ goods is so sliglit for the 
most part that it was not deemed essentiol to compute a new ind^. 

* Deflated by an index intended to represent values of goods and services produced. 

U£td.. p. MO. 

The tables are almost self-explanatory. Between 1900 and 1929 the 
national income in terms of dollars increased almost fivefold, but the 
actual increase, after adjustments for price changes, was only about 120 
per cent. During this period, however, the population of the continental 
United States increased from 76,000,000 to 122,000,000, or 60 per cent, 
The growth of per capita income from productive activities during this 
period was therefore about 38 per cent, and that of income realized from 
all sources about 10 per cent more.' This increase in per capita real 


* The two trends — all income and income from current production only— as explained 
in the preceding paragraph presumably represent somewhat different concepts of real 
income. The first measures more nearly the growth of consumers’ purchasing power, and 
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Table S6.— Relative Gnowrn op Real Iscome op the Ameeican People, lOOO-IMO 
(1000 = 100 )‘ 


Year 

Incoae* 

rmporllon 
of population 

10 rcnri 
and ever 
caihfully 
cuiploycd^ 

Standard 
number of 
liouri vorLed 
per week* 

Rc&Uied horn 
all tourecs^ 

From current 
production ont}'< 

Total 

fer capita 

Totet 

I’cr capita 

1900 

100.0 

100.0 

100.0 

lOD 0 

100.0 

100.0 

'1909 

131.1 

110.3 

133 4 

112.6 


05.3 

1910 

185.0 

112 2 

135 4 

in B 

101.1 

05 .3 

1911 

138 0 

no 5 

140 0 

113 0 


91.0 

1910 

146.2 

110.7 

145 0 

no 3 


04.6 

1018 

160.8 

116.3 

151 3 

118 7 


03.0 

1914 

149.3 

114.8 

147.4 

113.1 


03.4 

lOlS 

155.9 

118.0 

156 8 

118.7 


03.4 

191S 

107.5 

105.1 

108 3 

105.0 


03.0 

1017 

108.5 

104.1 

151 1 

113.5 


02.5 

1918 

108.1 

100.5 

148 7 

108 3 


01.1 

1919 

158.4 

114.8 

154.0 

111.8 


39.6 

1900 

167.7 

110.6 

140.1 

101.4 

103.5 

88.0 

1901 

158 0 

110 0 

147.5 

103.5 


87 8 

1900 

175.8 

101 5 

170 0 

ns.D 


RR 1 

1903 

190.3 

133 4 

188.4 

128.0 


RR n 

1904 

903.0 

135.4 

100.7 

108.4 


87!3 

1905 

269.8 

137.0 

000.7 

138 2 


R7 1 

1900 

013 7 

133 0 

008. 0 

134 D 


&7 R 

1007 

017 0 

138.0 

210.8 

181 C 


R7 i 

1908 

229.2 

144 7 

014 D 

135.0 



1900 

037.6 

148.0 

020.0 

137.7 

ioo.o 

87.1 


* Includes business lannss. 

‘ Sued on wniij. dot., Tlo lOM Cp,,, i, „ „( Ap,i| j, 11,31,. 

PnJu *“"■ >’■ "*• llio period ol lOOWOUi 

■iS ISl *" Slelilie* 


income am, moreover, be taken as roughly indicative of the increase in 
produetion per person gainfully employed, since the proportion of the 


the second npproeches doscly to leinE a mensure of the physicnl volmno of production of 
goods and sendees. Because of the difference, the Brookings Institution used two indeses 
0 deflate the wo estimates of national income in terms of dollars, the totals represenUng 
income from all solaces being deflated by use of an indes representing prices of goods and 
semce. purchased by consumers, while the totals of income from current pmduction were 
reduced to doHars of the same purchasing power by means of an index intended to lepresent 
values of goods and slices produced. It should be patent that no very great divergence 
between the two should occur, and it will be noted that not unUl the postwar period does 
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population sixteen years of age and over gainfully employed remained 
substantially the same during this period.’ And while tUs inerease in 
per capita real national income was occurring, the average number of 
hours worked per week by industrial workers decreased by about thirteen 
per eent.^ 

Generalizations drawn from the foregoing facts as to the sharing of the 
workers in the increased output of our factories, mines, farms, and other 
productive enterprises necessarily have to be cautious and tentative. 
Per capita real income, and real income per person gainfully employed 
(i.e., per person normally attached to industry), would appear to have 
increased at a slightly more rapid rain than did real earnings of wage 
earners. Comparison with the data on the trend of real earnings sum- 
marized m the preceding chapter’ shows that by 1926 real earnings had 
increased as much as per capita real income from current production if 
average annual earnings are taken as the measurement of the real return 
the workers received for their services as wage earners and if allowance 
is made for the shift, over the period rince the 1890’s, of an appreciable 
proportion of the labor supply from the lower-paid to the bette>paid 
occupations. Nor is an appreciable change in the situation indicated when 
the comparison is carried on through 1929. If, however, any of the other 
expressions of wages or earnings is adopted for comparison with the trend 

the divergence become of any importance. Except for diSerences in the trend of the 
voinme of accumuiated durable goods, the relative amount of income set aside aa corporate 
savings, and net income from foreign investments, there should be no appreciable difference 
between the physical volume of goods and services conanmets may purchase with their 
income and the physical volume of goods purchased. The differences in the two series are 
probably attributable to these factors and to imperfections in the two index secies that were 
used aa defiators. 

' Between 1900 and 1930 the percentage of malea over 10 years of age gainfully employed 
declined from 90.0 to 88, the percentage of females in the same age group gainfully employed 
increased from 20.0 to 20.3, while the percentage for both sexes was 00.0 in 1900 and 07 in 
1930. Phrased in terms of index numbers, with 1900 taken aa the base of 100, the relative 
number of males in this age group gainfully employed in 1930 was 97.2, the relative number 
of females 122.8, and the relative number of both sexes 100.9. The increase in the propor- 
tion of the population gainfully employed during this thirty-year period was, therefore, 
less than 1 per cent. America’s Cajacily la Consume, p. 101, Perhaps attention should 
be caDed to the fact that the proportions listed by the census as being gainfully employed 
are those who are in the labor market either looking for work or holding a job, not merely 
those who are employed. The figures therefore indicate the ratio between production and 
the proportion of the population which regarded itself as being attached to industry. 

’ Por industrial workers the decrease in the number of "standard” hours, the trend of 
which tends over periods of time to conform to the trend of hours actually worked, was 
from 67 to 50, or about 13 per cent. We do not have data enabling ns to know with cer- 
tmty what decrease took place in hours worked on farms during this period, but expert 
opinion is that the reduction of hours worked in agriculture was about half as much as 
that in industry. 

’ C/. supra, pp. 92-110. 
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of per capita real income, and especially if allowance is not made in the 
real earnings mdexes for occupational shifts, a lag of real carnmgs behind 
the increase in the goods and services available for the average member 
of the population can be discerned. Moreover, it will be noted that by 
both 1926 and 1929 per capita realized income from all sources, as dis- 
tinguished from income arising out of current production only, had 
increased more than had real earnings, the difference being more pro- 
nounced in 1929 than it was three years earlier. But again, any “lag” 
indicated by these comparisons was not great; and it may again be recalled 
that the method of placing in juxtaposition the trend of real earnings and 
that of per capita real income (or real income per person gainfully 
employed) is only a very rough-and-ready test of the progress of the 
workers relative to that of other economic groups— a test that in itself 
affords no basis for ethical generalization, tliat is less refined tlian a 
comparison of real earnings with value product per worker in given 
industries, and that constitutes only a first step in the process of deter- 
mining whether the workers have been paid according to their contribu- 
tion of exchange value in a system of competitive or quasicompetitive 
capitalism. ‘ Such conclusions as can be drawn from English data avail- 

' Readers eognizant of the enormous increase in pliysicnl output in particular industries 
may perhaps be surprised that tlic increase in per capitn real income bcLvcen 1000 and the 
beginning of the depression, ns indicated in the foregoing paragraphs, is no greater tliau 
hetneen 38and48per cent, It is true that a number of studies of physical production in 
particular industries or in groups of industries indicate a somcirhat greater increase in per 
capita output of goods (and therefore, nith qualifications already mentioned, in per capita 
capacity to consume) than is indicated by the above tabular statements. But it must be 
remembered that the foregoing data include production in oil lines of economic activity — 
those relatively backward as well as those relatively progressive— and, again, it may be 
recalled that the comparison is merely suggestive of whether labor in fcnenl has fared as 
well as has population in general. Mention should be made, however, of various studies of 
the increase in physical productivity in industries and groups of industries during this 
period. In 1921 Professor W. W, Stewort [“An Index of Physical Production,” Amriean 
Eammia Remm, vol. 11 (March, 1921), pp. 57-82) estimated that physical production 
in the extractive industries, transportation, and manufacturing in 1029 was triple that of 
1890 and double that of 1900. Population, on the other hand, did not quite double between 
1890 and 1920. Dr. Woodlicf Thomas [“The Economic SigniGcancc of the Increased 
Effimency of American Industry,” American Eeanamia Rceieu, Supplement, vol. 18 (March, 
1028), pp, 122-138] has concluded that “from 1809 to 1919 the physical volume of produe* 
tion of farms, factories, mines, and railroads of the United States increased by 140 per 
cent, while popularion grew by only a little over 50 per cent. Thus production per capita 
of popularion is now nearly GO per cent greater than It was in the final years of the nine- 
teenth century.” The National Industrial Conference Board, in its Road Maps of Indus- 
try (based upon the data of the Harvard Economic Service and other sources) has presented 
data showing that between 1800 and 1924 population increased slightly more than 60 per 
cent, agriculturnl production only about 40 per cent, manufacturing production by about 
170 per cent, and the physical output of the mines about 225 per cent. Professor Arthur 
P. Burns (Produetwn Trends in the United Stales since WO, NaUonal Bureau of Economic 
Beseareb, 1934) has recently studied trend cycles, retardation in rates of growth, and total 
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able on the increase in the British national income between 1900 and 1929 
indicate that the distribution did not, on the whole, become more unfavor- 
able to the workers.' 

Great confidence cannot be placed in comparisons drawn from the 
trend of total national income and of the workers’ real earnings during the 
years of the depression that began in 1929, but a few basic facts can be 
stated with a fair amount of certainty. While population continued its 
normal rate of growth, and was about 6 per cent greater in 1933, and 8 per 
cent greater in 1936, than it had been in 1929, total production in agricul- 
ture, mining, manufacturing, and construction was apparently only 

production for 104 series representing individual industries or groups of industries. This 
study reveals exceptionally rapid growth of genera) production during the periods I87S- 
1886, 1895-1906, 1910-1940, and 1940-1949. Periods charncterized by slower growth were 
1885-1896, 1905-1915, and 1915-1945. On the matter of general increase in production. 
Professor Burns found his conclusions in substantial agreement with those indicated by the 
Day-Persons and Warren-Pcarson inde.xes, which show average annual rates of growth of 
8.7 per cent and 3.8 per cent, respeetively, during the sixty-year period from 1870 to 1930. 
Professor Bums observed (p. 479): “If there has been any decline in the rate of growth 
in the total physical production of this country, its extent has probably been slight, and 
it is even mildly probable that the rate of growth may have been increasing somewhat,” 
Professor Mitchell in an introduction to the study adds two supplementary remorb: “(l) 
Population has grown at a declining percentage rate. Hence production per capita has 
experienced retardation, if any, at a lower rate than total production, (4) Despite their 
downward growth bias, the Day-Persons and the Warren-Pearson indexes show an increase 
on the average in the absolute yearly increments of total production." Professor F, C. 
Mills’ Economic Tendencies in the United Siatci: Aspeds of Pre-War and Post-War Changes 
(National Bureau of Economic Research, 1034) is another study indicating the same general 
increase in production the already cited worb reveal, 

‘ As has already been indicated. Professor Bowley has estimated that the proportions 
of the national income going to labor and to property were virtually the same in 1913 os 
they bd been in 1880, a period during which no pronounced increase in the proportion 
of the population having the economic status of wage earners took place. Data on changes 
in toribution since 1914 leave much to be desired. Professor Bowley has said: “There 
is no doubt that • . . distribution has been considerably modified since 1914, and I have 
several times been asked to estimate the nature and magnitude of these modifications , , , 
I feel compelled to leave this tempting question to those who are content to make hazardous 
estimates or who have better access to, and more confidence in, the sporadic information 
upon which such estimates must rest.” {Change in the Distrilulion of the National Income, 
Clarendon Press, Oxford, 1940). It is likely, however, that owing to the depletion of 
capital equipment and the lowered productivity resulting from the postwar contraction 
of foreign demand for English goods, the per capita real income did not increase greatly 
after 1914. Against this must be placed the fact that the British workers gained somewhat 
in an absolute sense and tbt, as is indicated later (cf. pp. 428-433) poverty apparently 
was less prevalent toward the end of the 1040’a than it was during the prewar period. It is 
safe to say that vrith a real national income little larger, and with real wages higher, than 
before the War, and with heavier taxation on large incomes and large estates for fiscal 
purposes, the sharing of the national income has become more rather than less favorable 
to labor. Professors Douglas and Tolies [“A Measurement of British Industrial Produc- 
tion,” Journal of PolUical Economy, vol. 38 (1939), pp. 1-48] hove 'estimated that the total 
increase in British industrial production between 1907 and 1924 was 23 per cent 
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about seven-eighths as great by 1932, and only some three points greater 
in 1933, although during 1934 and 1935 production once more began 
increasing more rapidly than population. The following tabular stat^ 
ment shows the relative drop in four of the major lines of economic 
activity prior to 1934. 


TiW* 87.— CEAMBEe IN PorOMIIOK AND IN THE PSTOOAL VOLUHE OT PeODOCIION IH 
THE United States (1827 to 1833)* 

(1827 = 108) 


Vtu 

Fopubtiofl 

A^'cultuK 

Mi&iss 

fadnrioK 

Cnutrnction 

Totcl 

ptoduetiott 

1827 

100.0 

100 

100 

100 

100 

100 

1823 

HTitEH 

105 

100 

108 

103 

106 

1828 


103 

108 

116 


no 


103.1 

101 

87 

88 


87 

1831 

103.9 

100 

82 

93 

74 

86 

1932 

101. S 

93 

67 

66 

47 

70 

1933 

105.2 

94 

72 

74 

34 

78 


' darla A. Blin, “Branl CSuiAes m ProlMtion,” NitiouJ Bukau oI Ecoiome Bnesnli. SuMaS! 
(Iiii]e!S,lt31),g.S. 


It will be noted that changes in manufacturing and mining were fairly 
well in line with changes in total volume of production, the two extremes 
being agriculture, whose index of physical production remained dis- 
proportionately high, and construction work, whose index fell dispropor- 
tionately low. The curtailment of the flow of goods and services 
constituting the real income of all economic classes is apparent enough. 
But during a period of depression, when both corporate and natural 
persons are “eating into” the savings of previous years, and when income 
paid out— contrary to the situation during prosperous times— tends to 
exceed income produced plus the various types of “imputed” income 
already discussed, indexes of physical production do not afford as satis- 
factory a basis for comparison vritii the trend of reel earnings as do data 
on total income paid out with allowance for price changes and population 
increase. The recent studies of the Department of Commerce make 
such data available for the period covered by Table 88. 

Between 1929 and 1932, it will be noted, tbe total income produced in 
the Umted States, in terms of dollars, dropped more than SO per cent, but 
in consequence of the almost nine billions depletion of business savings, 
income paid out, again in terms of dollars, fell off approximately 13 per cent 
less, the 1932 index number being 61.5. The cost of living, as indicated by 
the Umted States Bureau of LaborStatistics, was not qiute 20 per cent below 
the 1929 level in 1932, and the wholesale price index 32 per cent lower. 
Population probably increased by 6 per cent during these years. Com- 
parison of these trends indicates that per capita real income received (not 
produced) in 1932 was only 85 or 86 per cent of what it had been in 1929. 
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Table SB.— National Income PnonucEO and Paid Odt» 1929-19361 
(In Millions of Dollars) 



1020 

lOSO 

1081 

1032 

1093 

1934 

1935 

Income produced 

81,034 

m 

53,584 

80,646 

41,742 

48,397 

52,959 

Total savings 

■•■gw- 



-8,817 

-3,198 


-028 

Corporate savings 

Business savings of indi- 

1,423 

m 

-6,877 

-0,300 

Bjl 

sy 

-1,443 




-2,248 

-2,451 


563 

815 

Income paid out 

78,682 

72,932 


48,302 

48,302 

60,174 

53,587 


Percentages of 1929 


Income produced 

Total savings 

Corporate savings 

Business savings of indivi- 
duals 

Income paid out 

Bureau of Labor Statistics 

100.0 

83.8 

60.1 

48.8 

51.5 

50.7 

65.4 

100.0 

02.8 

78.5 

61.5 

57.2 

03.8 

68.1 

cost of Bring index 

Bureau of Labor Statistics 

100.0 

97.9 

80.5 

80.8 

75.2 

78.7 

81.1 

wholesale price index 

100.0 

90.7 

70.6 

08.0 
1 

09.2 

78.0 

83.0 


^ Robert R. NfilhflOi “Expjnaion ia the Nntiond Income Continued in 1DS5.'* Surrey o/ Cvntnl Runneii, 
July. 1038, p, 2. Is a later atudy (''National Income Gain in 1038 largest of Recovery Period," Surrey 0/ 
Ct/rmf Ruiinrii, June, 1037), Dr. Nathan has revised these eitimatcs on the basis of nev data and improved 
taethods of esUtnalioo, and has carried the cilimatcs of total income produced and paid out on through 1080. 
The revisions vere of some consequence for the years 1034 and 1035, but were of minor importance for the other 
years. For the sake of comparability of all the items, the earlier figures are reUined in this tabic, but mcotion 
should be made of Uie more important retdsiona and of the figures arrived at for IDSO. According to the 
revised eslimates, national Income produced (in dollars) vas 40,575 million in 1034, 64,066 auUion in 10S6, 
and 03,709 million in 1030. These amounts constituted 61.4 per cent, 08.0 per cent, ond 70.4 per cent rcspec* 
(ively of the 1080 national income. Income paid out, according to the reused eslimalei, was 61,004 million 
in 1034, 64,046 million in 1035, and 08,050 million in 1038, these amounts constituting 05.2 per cent. 00.0 per 
cent, and 70.4 per cent respectively of the 1029 national income. It will be noted that according to the revised 
estimates, income produced end income paid out practically balanced in 2055, and in 1050 there were positive 
business sa^ngs of about one nod three-quarters billion dollars. 

Beginning in 1933, however, both income produced and income paid out 
increased more rapidly than prices and population.' Income paid out, 
it will be noted, increased by more than 10 per cent between 1982 and 1935 
(i.e., from 61.6 to 68.1 on the 1929 base of 100), and the cost of living by 
less than one per cent. Population apparently grew at its previous rate 
of about 1,25 per cent per annum, or a little less than 4 per cent during 
these three years. In other words, there was a recovery of about 6 per 

‘ It is significant, also, that "negative business savings” (the excess of income paid out 
over income produced) diminished during these years, and, indeed, individual business 
Barings had become positive rather then negative by 19S4. The consequence of the dim- 
inution of negative business savings was that income paid out did not exceed income pro- 
duced by nearly so great an amount in 1985 as in 1989, In other words, real incomes 
dropped less than they would have dropped during the years 1929-1988 had jt not been 
for the utilisation of the savings of economically more happy years, but with the recovery 
movement starting in 1938 a larger part of income received came from current production 
and a smaller part from savings. 
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cent in per capita real income.* Between 1935 and 1936, however, the 
per capita increase was greater. Income paid out is estimated to have 
increased from 54.6 billion to 62.0 billion and, in view of the fact that 
neither population nor the cost of living rose nearly as much, per capita 
real income increased appreciably. 

Conclusions drawn from the data presented in the immediately fore- 
going paragraphs as to how the workers have fared in relation to other 
classes during the years subsequent to 1929 must be cautious and tenta- 
tive, but a few generalizations can nevertheless be made. (1) During the 
years when the depression was steadily deepening, from 1929 to 1933, 
those workers fortunate enough to retain jobs apparently did not lose in 
comparison with the members of other eeonomic elasses. Data presented 
in the preceding chapter,* it will be recalled, indicated that real hourly 
earnings of a majority of the wage earners were not lower, but on the 
contrary were higher, in 1933 than they had been in 1929, and that for 
many important groups even real weekly earnings, in spite of curtailment 
of the working week, were no lower, and in some cases were higher. As 
against the maintenance of the real earnings of those retaining jobs and 
working full time must be placed the just noted decline of between 14 and 
15 per cent in per capita real income. (2) When “average earnings pet 
person normally attached to industry” is adopted as the expression of 
wages or earnings,’ however, the situation is seen to be fax less favorable 
to the workers during the 1929-1983 period. As was indieated in the 
preceding chapter,’ the widespread unemployment after 1929 had prob- 
ably wiped out, by 1933, one-third of the gain in real earnings achieved 
by the worldng class as a whole between 1890 and 1929. This decline 
was considerably greater than the decline in per capita real income, as 
shown by the preceding table and discussed in the immediately preceding 
paragraph.’ Support of the conclusion that real average annual earnings 

> TMs recovery Tas, of course, far from sufficient to bring pec capita real income back 
to the predepcession level. It will be noted that in 19S5 money income received by the 
people of the Dnited States was 68 pec cent of the 1929 level and the cost of living 81 per 
cent as great as it had been during the latter year. Population probably was 8 per cent 
greater in 1936 than in 1929. Accordingly, real income of the whole people was only about 
84 pet cent of the predepcession level, and per capita real income only about 77 per cent. 

> Supra, pp. 116-117. 

• Meaning, as was explained in mote detail in an earlier chapter (supra, pp. 46-46), 
average earnings per employed person times the percentage of those seeking employmen- 
who are employed [it., times 100 per cent minus the percentage of unemployment). 

* Supra, pp. 121-122. 

‘ In manufacturing, as was pointed out in the preceding chapter, employment dropped 
from the 1029 average of 104.8 (1923-1926 = 100) to 64.1 in 1932, and total factory pay- 
rolls from 109.1 to 40.1. The number of wage earners employed in all manufacturing 
industries is estimated by the United States Bureau of Labor Statistics to have declined 
from 8,786,600 in 1929 to 6,374,200 in 1932 (Monttlp Labor Revieic, vol. 60 [March, 1936), 
p. 768, and ibid. (February, 1936), p. 44l]; and to the increase in unemployment indicated 
by a decline of more than 3 million in the number of persons employed in manufacturing 
must be added those who, had industry continued to develop at its predepcession rate, 



SHARE OF WORKERS IN THE INCREASING NATIONAL INCOME 149 


per member of tbe labor supply declined more than did the goods and 
services available for the “average member” of the population is also 
afforded by the relative falling off of property income and labor income 
during the 1929-1932 period. According to Department of Commerce 
studies, * the decline in total wage payments during these years was consid- 
erably greater than the decline in any of the other distributive shares, and 
total labor income (including salaries and miscellaneous labor income), 
while falling off only slightly more than total income paid out, decreased 
much more than did total property income.® (3) While it is somewhat 
hazardous to generalize about the relative sharing of labor and other 
. classes, so far as this sharing is indicated by the test here under considera- 
tion, for the years since 1933, the presumption to which the evidence 
seems rather definitely to point is that the laboring class as a whole par- 
ticipated as much as did other members of the population in the revival 
that set in that year.® It is true, as has already been indicated,^ that the 

would hove became “nocmoUy ottoched" to monufncturiug. During this some period, os 
is pointed out in more detail later (infra, pp. 1S3-1S4), physical output per worker in 
manufacturing increased enormously — ^perhaps by as much as tS per cent per man-hour 
worked. Data for branches of industry other than manufacturing suggest, on tlic whole, 
the same conclusion— that when all workers attached to industry, not merely those 
employed, are taken into account, the loss in real earnings wos greater than the decline in 
per capita real income. In anthracite coal mining employment dedined between 1833 and 
IBSl from the 1939 base of 100 to G2.S; in bituminous coal mining from 100 to 67.4; in 
metalliferous mining from 100 to 30.5; in quarrying from 100 to 49.0; in petroleum produc- 
tion from 100 to 65.3; in telephone and telegraph industries from 100 to 79.1; in electric 
light and power plants from 100 to 83.0; in electric railway and motor bus operation from 
100 to 76.5; in wholesale trade from 100 to 76.8; in retail trade from 100 to 76.8; in hotels 
from 100 to 79.0; and in laundries from 100 to 83.6 [ilonlkl!/ Labor Reoicto, vol. 60 (March, 
1935), pp. 781-783]. These data on the decline in employment in various lines of enterprise 
indicate with reasonable certainty that average reel earnings per active member of the 
working class declined substantially more than did per capita real income prior to 1933. 

*S. S. Kuznets, Nalional Income, 19!l9-10Sg; and Robert Nathan, "Espansion of the 
National Income Continued in 1935,” Survey of Current Bimnees, July, 1936, p. 3. The 
figures on the falling off of property and of labor incomes ere token from the latter study, 
which involves slight modifications of Dr. Kuznets* earlier estimates. 

• To be exact, the follomng are the percentages by which Dr. Nathan found the several 
distributive shares to have fallen below the 1929 level by 1932: Total income paid out, 88.5; 
total compensation of employees, 89.9; salaries (selected industries), 40.2; wages (selected 
industries), 69.2; salaries and wages (all other industries), 29.9; total dividends and interest, 
29.9; entrepreneurial withdrawals, 36.1; net rents and royalties, 67.1. On the other hand, 
" other labor income " (miscellaneous types not accounted for in the foregoing classification) 
increased by 17 per cent during these years, 

s Too much significance must not, however, be attached to this fact. Total labor income 
had dropped greatly, as we have already seen, not because wages fell more than the cost of 
living, but because of widespread unemployment and shortening of the working week, and 
it was probably to be expected that in the initial stages of the rebound the increase in 
employment would result in an increase in total labor income, and therefore in average real 
income per person attached to industry, somewhat greater than the increase in per capita 
production. 

* Supra, pp. 128-126, 
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purchasing power of hourly earnings did not increase more than the esti- 
mated 6 per cent increase in per capita real income between the 1933 low 
point and 1935, and the movement toward lengthening the working day, 
and hence toward an increase in real weekly earnings of those employed, 
did not gain impetus until after the judicial invalidation of the code 
system in 1935.' The increase in total employment during the period 
when the majority of workers were not losing in tlic purchasing power 
of hourly and weekly earnings' was great enough, however, to increase 
average real income per active member of the working class to a greater 
extent than the increase in per capita real income.® The percentage 
change in the compensation going to the several factors of production . 
also indicates that the average member of the working class gained as 
much, perhaps more, than did the average member of the population 
during the post-193S period. Total compensation of employees during 
this period, according to the already quoted Department of Commerce 
study,® rose from the 1933 low of 57.1 (1939 = 109) to 70.0, or by 33 per 
cent; total income paid out increased by about 10 per cent total property 
income (dividends, interest, and net rents and royalties) by about 5 per 

* In mnnufactiuing, for cinmplc, overage hours worked per week, os reported by the 
Notional Industrial Conference Board ond the U. S. Burcoii of Labor Stntisties. were 37.4 
in January, 1933, 42.3 in July, 1933, 33.7 in January, 1934, and 33.4 in July, 1934. After 
the invalidation of the code system in the late spring of 1935, however, there was a tendency 
to increase hours. In March, 1935, average hours worked per week in manufacturing were 
37.4, and in March, 1930, 38.0. From dato presented in various issues of the ilonthlg 
Labor Haim. 

’ fis wos Indicated in the preceding chapter, the cost of living nppnrently advanced as 
rapidly as did wage rotes, even while the NRA theory of stepping up purchasing power was 
being ^ven its most active application; on the other hand, there nppnrently wos not o loss 
for the majority of industriol workers in the purclinsing power of hourly earnings, and 
weekly incomes were increased somewhat ofter the 6rst holf of 1935 by the lengthening 
of the actual working day. The cost of living during this period, as indicated by the Bureau 
of Labor StaUsUcs index numbers (1913 = 100), wos os follows: June, 1933, 129.8; Decem- 
ber, 1933, 134.0; June, 1034, 130,6; November, 1034, 137.8; July, 1936, 140.2; January, 
1036, 141.7. 

* At the depth of the depression, early in 1933, the Bureau of Labor StotisUcs index of 
factory employment (1923-1926 = 100) stood at 69, while in March, 1936, it stood at 
82.2 and in March, 1936 at 84,1. Most of this gain, it may be noted, came between 1933 
and the first quarter of 1034, when the index of factory employment wos a little above 80. 
The gmns in factory employment between 1934 and 1036 were therefore not great. Also, it 
should be noted that other groups did not enjoy as great an increase in employment as did 
manufacturing workers. Employment in the anthracite mines in 1936 was only 63.2 per 
cent of the 1929 level, and in the bitununous mines 70.7 of the same average. IVholesale 
and reM trade and hotels experienced moderate employment gains during these years, as 
did metalliferous mining and petroleum production. On the other hand, employment 
on the rmlroads and in other public utility industries did not increase appredably. Never- 
theless, the generalizaUon that labor's total real income increased as a result of the upturn 
of employment is justified. 

'Hohert R. Nathan, op. eii., p. 3. 

'From 67.2 to 68,1 (1929 t= 100), 
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cent; and entrepreneurial withdrawals by about 19 per cent.^ These 
changes in the shares going to labor, on the one hand, and to management 
and property, on the other, substantiate the already stated conclusion 
that average labor incomes increased as much after 1933, in consequence 
of the revival of employment, as did the real income of the average mem- 
ber of the population. 

It must, however, be remembered that tne conclusions just reached 
concerning the relative sharing of the workers and other economic classes 
since 1929— that between 1929 and 1933 the working class as a whole lost 
more than did other economic groups, even though employed workers did 
not, but that during the post-1933 revival average real income per active 
member of the working class increased as much or more than per capita 
real income — are conclusions applicable only to a very abnormal period. 
Our primary emphasis, for purposes of later analysis of causes, should be 
upon long-run trends, and as a long-run matter average real earnings have 
tended to lag behind the real income of the country with allowances for 
the increase in population. The lag of real earnings was probably some- 
what less pronounced during the first three decades of the twentieth 
century than it had been between 1870 and 1900, but it was apparent 
enough to dictate that we examine searchingly, in the following chapter, 
the probable explanations of it. But certain other tests of the share 
of the workers in increased production should be considered prior to 
engaging in that task in economic history and economic theory. 

Real Earnings and Physical Product in Selected Industries.— A com- 
parison of the character made in the foregoing pages is legitimate, since 
for industry as a whole, and in a very general way, it is indicative of 
whether the workers have received as large a share of the Increased prod- 
uct of industry as has the entire community. But as we explained in 
detail in an earlier chapter,* the comparison has obvious and — ^from both 
the statistical and the theoretical viewpoints — rather painful limitations. 
It will be profitable, therefore, to turn our attention to the course of real 
earnings and physical product in each of a group of selected industries; 
for a comparison of these two trends, although not indicative of whether 
real earnings have increased as rapidly as the exchange value of the vari- 
ous industries’ products when allowance is made for the increased number 
of workers employed, or of whether the workers have been paid according 
to the value of their productive services, is somewhat more refined than 
the very general test we have just applied. 

Bor the majority of industries, the facts can be stated with a fair degree 
of certainty. Professor Douglas, utilizing Dr. Thomas’ index of physical 

* Total dividends and Interest (1929 = 100) increased from 62.1 to 6S.1 between 1933 
and 1935; net rents and royalties from 86.4 to 44.6; and entreprenenrial withdrawals from 
58.5 to 69.6. 

“Supra, pp. 64-58. 
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pToduction in manufacturing,* has concluded that between 1899 and 192S 
physical productivity per employee increased approximately 5i per cent, 
while real earnings increased only 30 per cent. As the following tabular 
statement shows, by the end of only one of the five-year periods (1919) 
had relative real earnings increased more than physical product per 
employee; and very quicMy, as the era of exuberant ‘‘New Capitalism" 
began to find its stride, physical product again leaped ahc,ad of real 
earnings, 


Table SO.— Coufahativi: Movembst or Real Eabsisos ako PavsicAL PaoDCcrmn 
pan EjiPioirE m Aii. MASUPAciimiKo' 


Year 

Arcnige nnnu&l 
earhlngi 
(in (lollnrf) 

n^lalire 

caninp 

lUlitb'Tft 
plifiital 
productinty 
per enpiorre 

Percrtitai^ direrKton 
of renl earninirt 
(rom phfiicftl 
protluctioa 

1899 

437 

100 

IDD 

0 

1004 

400 

101 

no 

-8 

1009 

54S 

100 

in 

-D 

1914 

031 

100 

110 

-D 

1010 

1,240 

118 

113 

4 

1021 

1,230 

in 

in 

0 

1923 

1,310 

132 

138 

-4 

1925 

1,330 

ISO 

151 

-10 




Although Uic trends were, of course, different in the various branches 
of manufacturing," the general lag of real earnings behind physic.al product 

^Uial IPojMt'H the United Stotcr,jiy>.htlth!}U, The iedex of p1iy''>rnl production is the 
one Ihnl was published by Dt. Thomas nnd Dr. E. E. Day ns Ccn.siis .Voimjrnph I'JIl, 
“The Growth ol Munulaclutcs." Proftwor Doiiplns, lot the sake of coraparubility, has 
used wupc data only from those lUBUofnclurinf industries llint were included in the Thomas 
index of physioal production, and it is to lids fact tliat tlic dificrcncc between tlie index 
numbers of tool earnings and lliosc prc.<cnted on p. 102 of the preceding chapter is attrib- 
utable. In dividing relative physical product by relative number of cmplojocs, Professor 
Douglas included both oflicc workers and manuolists, since the former ns well ns the latter 
should, of course, be regarded os productive. 

’ CJ, the various tabular statements of relative movement ol teal earnings and pliysical 
productivity per employee by main manufacturing groups on pp. Sli-513 of Real Jl'aijct 
in the United Statu. Professor Douglas {ibid., pp. 611-5H) has summarised these main 
differences os follows; "(1) The indexes ol real earnings in the tobacco, land vehicle, non- 
ferrous metal, and dicmical industries lagged throughout behind their respective indexes 
of physical production, and the amount of this differential steadily widened with the years. 
A similar situation characterised the stone, clay, and glass industries, save for 1001, which 
showed real earnings 0 per cent above physical production; and also the p.apcr industry, 
with the exception of 1021, when relative real earnings were 1 per cent higher tlian physical 
product per employee. In the brtler industrj-, also, the differential between real earnings 
nnd production narrowed from a minus 20 per cent in 1014 to a minus 1 per cent in 1010. 
(2) In the lumber industries, relaUve real enmings were throughout higher than physical 
product. (8) In the four remaining industries (namely, food, iron nnd steel, textiles, and 
leather} relative real earnings (n) lagged behind during the decade from 1800 to 1909, save 
for the position of leather in 1990; (1) showed a split movement lor 1909 to 1914, still 
remaining appreciably below in the iron and steel nnd textile industries, nnd being appte- 
oably above in the case ol food and leather industries; (c) were uniformly higher than rela- 
tive physical product from 1914 to 1921 inclusive; (d) with the exceprion of textile indot- 
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per employee in manufneturrag up to the middle of the 1920’s is clear 
enough. Such evidence ns can be relied upon for the remainder of the 
1920’s and for tlie depression years of the 1930’s shows tliat, if anything, 
physical productivity per employee increased even more rapidly in com- 
parison with real earnings than it did during the first quarter of the cen- 
tury. In the four-year period from 1925 to 1929 output per person in 
manufacturing is estimated to have incrctised between 10 and 11 per 
cent’ — an increase, as the data on real earnings in the preceding chapter 
show, considerably in e.\'cess of any gains in real remuneration experienced 
by workers emiiloj'cd m manufacturing industries during the latter half of 
tlie 1920's. With the advent of depression total physical production of 
American manufacturing enterprises declined enormously, as did also 
employment and average hours worked per week by those fortunate 
enough to retain jobs. The significant facts, however, are that in spite of 
a decrease of about one-fourth in average hours worked, output per wage 
earner employed apparently declined not more than 3 or 4 per cent, and 
output per man-hour increased by between 25 and 30 per cent. The 
important facts, as revealed by a study of the National Bureau of Eco- 
nomic Research, are set forth in Table 40. The conclusions to be drawn 
are almost self-evident. Real hourly earnings, it will be remembered, 
increased in the majority of industries during the worst of the depression 
years, and real weekly earnings perhaps held their own as an average for 

Table 40.— Estimates of Ciianoes in Labor PnoDBcrmTT in MANorACTumNO Indbb- 
TBiES OF tbe U.niteb Staies 1029 TO 1033‘ 

(1929 = 100) 
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47 
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70 
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iCIiarlca Bliss, "Recent Chnnscs in Production," NnUonnl ilurcou of Rconomic Rcscnrcii, BulUtin 51 
(June S8, 1931), p. 0. 


tries, relnlivo real earnings were still ahead of relative physical product in 1923, while in 
1925 they were split again. Food and iron and sled were in that year 0 and 20 per cent 
below the relative for physical production in these industries, while the indexes of real 
earnings in textiles and leather were 7 to 20 per cent above that for production.” 

‘ Aryncss Joy, "Index of Production of Manufacturers Derived from Census Data,” 
Joumiil of the American Statistical Association, vol. 25 (December, 1930), p. 467. Miss 
Joy’s indexes (1919 = 100) of persons engaged in manufacturing, volume of production, 
and output per person arc as follows: 


Year 

Pernons engAged 

Volume of production 

Output per person 

1026 

02.4 

127.0 

138. S 

1020 

04.0 

131 4 

ISO 8 

1027 

02.4 

128.7 

ISO.S 

1028 

00.0 

136,0 

140.5 

1020 

04.6 

144.7 

16S.1 
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all groups of workers; but physical output per man-hour leaped ahead in 
spectacular fashion and was apparently some 27 per cent greater in 1933 
than in 1929.‘ The increase in man-hour output almost offset the 
decrease in average hours worked per worker, total output per wage 
earner employed being only 3 per cent less in 1033 than it had been in 1929. 
Nor does any of the increase in output per man-hour seem to have been 
lost between 1933 and 193G. It is true that the 1933-1934 upturn of 
employment resulted in the hiring of workers w'hose efficiency was lower 
than that of the selected group retained through the depth of the depres- 
sion, but American industry was far from c.\pcricncing a general labor 
shortage by the end of 1930,^ and there is no evidence that output per 
man-hour did not continue to increase during tlic years 1933-1930, even 
tliough at a somewhat less rapid rate than during llie 1929-1933 period.’ 
The unavoidable conclusion ns to tlic comparative movement of real 
earnings and phy.sical productivity per employee in manufacturing ean be 
briefly stated: Since the turn of the century real earnings have lagged 
behind physical product the greater part of the time, and in recent years 
this lag seems to have become greater rather than less. 

Evidence as to the situation in branches of industry other tlinn manu- 
facturing, while far from uniform, on the whole bears out the conclusion 
drawn from experience in manufacturing, that average real earnings of 
industrial workers have not increased ns rapidly as their average output 
when reckoned in physical units. In coal mining, it is true, relative real 
earnings by the middle of tlic 1920’s apparently stood some 9 per cent 

^ The increase in output per mnn'liour during (he depression appears, upon first glance, 
to be little short of astounding, and the question of rrliy it Ims occurred nnlurnlly suggests 
itself. Several factors have undoubtedly been responsible, although quantitative measure* 
mcnl of their relative importance is almost impossible. In the first place, the increase in 
output per man-hour in all manufacturing rejects the disappearance of a consideroblc 
number of relatively incfnclcnt establishments during the depression. In the second place, 
Grins always follow a ** weeding out" process when their working forces nrc Wing curtailed, 
dropping the less cflldcnt workers. The result is that total produclioM docs not drop 
as much as total man-hours workcd--t.r., output per man-hour increases scfmcwhnt because 
the mnn-hours arc being a-orked by a more cfliclcnt group. In the third pi ace, technological 
changes during the depression increased pbyacol output per man-hcmr, In the fourtli 
place, the spur to ciHcicncy when workers fear losing their jobs and kjiow that employers 
will have no difilculty in Glling their places ncoiunts for part of the inert ^asc in productivity. 

‘That is, A general labor shortage. Both the National Association of hlanufocturcrs 
and the National Industrial Conference Board complained, during 19b'c and 1037, that 
a shortage of skilled labor was developing, in spite of the still large volume oi' unemployment. 
This, however, was not surprising, hinny skilled mechanics during tlie dcp.ression reached 
the age where firms were reluctant to employ them; others, os one of the many human 
tragedies accompanying the long depression, drifted from job to job and gradually became 
unemployable in their old occupations. Eveiy prolonged depression, in fact, brings malad- 
justment of supply and demand of different types of labor ns one of the costs to bi> Hqui* 
dated during the recovery stages. 

' Generalization based upon the movement during the lOdS-lSSC period of the Federal 
Reserve Board's index of total factory production and upon the Bureau of Labor Statistics 
data on total employment, average hours per week, ond total man-hours worked. 
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higher than relative physical product per employee, in spite of the lag of 
real earnings behind physical product during the years from 1907 to 
1920.* In the case of the railways, on the other hand, physical product 
expressed in ton miles for the freight business and passenger miles for the 
passenger busmess, increased at a much more rapid rate than real earnings, 
Professor Douglas' 1924! index figure for the former (1890-1899 = 100) 
bemg 178 and that for the latter 120.* The same failure of real earnings 


' F. H. Douglas, op. eil., p. SIS. The follo^sing is Professor Douglas’ tabular summary 
of the results of his study of the two trends and of the percentage deviation between them 
from year to year: 


CouFABisoN or Deal EAiunnas wire Futiicai. Foodvct ran EuPLorcE. m Tnn BiTnuDioDa and 
AK imuCITE iNDtTSTaiES COMJIIMEO 
(IDOj! = too) 


Year 

Helativc 

real 

earoioga 

Kelalive 

phyaical 

product 

per 

employee 

Percentage 
deviation of 
real earnings 
from pbyaical 
product 

Tmp 

Relative 

real 

earnings 

Relative 

physical 

product 

per 

employee 

Percentage 
deviation of 
real earnings 
from physical 
product 

1002 

■■ 

100 


1914 

lOS 

110 

-IS 

1003 


115 


1915 

113 

128 

-12 

1004 


107 

+ 0 

1010 

1S8 

142 

- 8 

lOOS 


113 

+ 8 

1917 

111 

150 

- 8 

1900 


lU 

+ 1 

1018 

147 

161 

- 5 

1007 


128 

- s 

1919 

191 

125 

- 8 

1908 


109 

- 8 

1920 

181 

144 

- 9 

lOlO* 


122 

- 7 

1021 

120 

100 

+10 

1811 

110 

122 

-10 

1022 

110 

00 

+11 

1013 

118 

120 

- 8 

1023 

140 

132 

+19 

191S 

118 

133 

-11 

1091 

139 

128 

+ 9 


a Statuses of output milling for 1909, 


* Ibid., p. S18. The indexes and percentage deviations for the various years are as 
Mows: 

CouFABiBox or Beal Eabsinos peb Euplotee on Bailboads wipa Atebaoe Belahte FBODVonnTT 

PER Euplotee 
(1800-1890 = 100) 


Year 

Average 
real earnings 
per employee 

Physical 
productivity 
per employee 

Percentage 
deviation of 
real earnings 
from physical 
productivity 

Year 

Average 
real earnings 
per employee 

Physical 
productivity 
per employee 

Pcrcentoge 
deviation of 
real earnings 
from physical 
productivity 

1689 

97 

61 


h 6 

1907 

05 

126 

-26 

1690 

98 

03 


• 5 


100 

ISO 

-28 

1601 

100 

06 

• 

• 4 


PG 

128 

-25 

1892 

101 

07 

. 

• 4 

1010 

04 

ISO 

-28 

1693 

102 

07 

. 

■ 5 

1911 

06 

132 

-27 

1894 

102 

07 


• 5 

1912 

08 

136 

-28 

1895 

102 

00 

• 

• 8 

1913 

100 

142 

-SO 

1896 





1014 

168 

148 

-28 

1807 

60 

106 


- 6 

1915 

108 

166 

-81 

1808 

09 

111 


-11 

1916 

105 

174 

-40 

1890 

97 

115 


-18 

1917 

98 

ISO 

-47 

■I'Juil 

04 

116 


-19 

1618 

114 

181 

-37 

1601 

02 

115 



1919 

107 

164 

-85 

1902 

91 

113 


-10 


111 

170 

-86 

1008 

02 

114 


-10 

1921 

118 

157 

-25 

1904 

94 

116 


-19 

1022 

124 

172 

-28 

1605 

98 

118 


-21 

1923 

122 

178 

-81 

1908 

92 

no 


'23 

1024 

120 

178 

-S3 
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to keep pace willi physical product is to l)c noted in llic case of the street 
railways, ‘ of the nmmifaclurcd gas industry,* and of llie electrical indus- 
try.* The telephone industry', like coal mining, paid to iU workers at the 
end of the first quarter of the centuiy real earnings representing an increase 
over the level of the ISflO's greater than their increase in physical produc- 
tivity.* Of the fact that in nonninnufucturing industric,s the experience 

' Ibid,, pp. Sin-.S20. Pftitw'or Doaslns ««ril llir niimlicr ot paswncf r» ftirricJ liy He 
street rnilartys ns the ntensiirc nf prfldiicitnti. since lipurcs on pnssenyer miles— the l)ctlcr 
measure— were not nvailnlile. The indexes (ISOO-lSoa 100) liy fivc-yc.ir periods ate 
ns follows: 


Vfir 

Ural farDitiRi 

riiyaipal ftfTMtiirtivily 
jwr worlff 

IflOO 

100 

OS 

IflOS 


OH 

1000 


lU 

1005 



1010 



1015 



1020 



1021 

■IH 

151 


iVrrviilftpp lirtUilnn 
(kf K&l »ArtiiiiK« fnim 
plijtiral prwlurtiuly 


+ « 

- 1 

-ID 

•IP 


* Ibitl,, p. 522, Tlie indexes nnd dtvmltons «rc fnlltuvc 

Coarisms or Ilcumi nrjit lUnxisM snn llmtor AirJuot I'jiioea Pseeirr is .Mivrrjrtcsm 
Cja iMiiiirnr 


1 

Year 

Aherarr , 
rral 

eormiiB* 

1 

Averace 

pliyunl 

proOurl 

I’mrnUee 
fltflrmirp 
bftwwn t«l 
eamtiiR* nnti 
pti)«ir8l 
pro4arl 

! 

Yf-tr 

Atrrapf* 

h-sl 

firmitn 

A»TrB?f 

rlirii™! 

prcxlufl 

1 

rfrfTnla?p 

(liflfreiHT 

1 Lrtwffn ml 
earninci and 
ph)i)ra) 
product 

1880 

1800 

1004 

1009 

III 

100 

89 

60 

04 

100 

129 

ISO 

+21 

0 

1 -28 

1 -57 

1014 

lOtP 

1021 

1023 

82 

! 02 

1 

!50 

fM 

320 

1 307 

-47 

-00 

-64 

-63 


' Ibid., p. J23. The indexes ore ns follows (1002 c lOO): 


Year 


Hra] eamiags 


1002 

1007 

1012 

1017 

1022 


100 

D< 

00 

81 

00 


I’I*y*tcaJ protliict 
per erapfnyrt 

refTTnlnfe dcrjatlnn 
of real fvninc* from 
ph.rM'ntl priHfuct 
per employee 

100 


ISO 


209 

-30 

338 


902 

-75 


in ’ T' Ws index ot phvsieni productivity 

the telephone industry on the basis of the number of connections modi, such hformation 
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has been on the whole much the same as in manufacturing — a lag of real 
earnings behind physical productivity— there can be little question. 
The possible reasons for this lag, a problem vast and complex in its 
theoretical and practical implications, we shall consider in the following 
chapter. 


Real Eahnings and Value Peoduct pee Employee 

Both the virtues and shortcomings of a comparison of the trend of real 
earnings with the trend of value product per employee have already been 
suggested.^ It is patent, of course, that an industry (assuming no change 
in the prices it must pay to other industries for its materials, supplies, etc.) 
is able to disburse more to all claimants upon its income if the exchange 
value of each unit of its product rises, even though physical output remains 
the same. Conversely, a decline in the exchange value of an industry’s 
products decreases its ability to pay wages, interest, and dividends, and to 
reinvest in the business. A more adequate comparison than the one just 
made, therefore, is that of real earnings and value product per employee.® 


being avaiinble from the various Censuses of the Electrical Industry and the Annual 
Reports of the American Telephone and Telegraph Company. The comparative movement 
of teal earnings and physical product in the telephone industry was somewhat unusual. 
From 1902 to 1914 productivity per worker increased by about 20 per cent, while real 
earnings actually declined slightly. During I91S and 1916 real earnings increased some- 
what more rapidly than physical productivity, but declined during the succeeding three 
years. Alter 1920, however, the real earnings increased rapidly while (until 1924) physical 
output actually declined slightly, with the result that in 1924 real earnings were 24 per 
cent above the 1914 level, and relative physical productivity only S per cent above. The 
history of the movements in tabular form is as follows: 


C0UFABI6OK or Belahti] Beal EABKiNas with Reuttve Phtbical FBODUOTiriTr peb Euploteb in 
TbIiEPHOI^B Ikdubtbt 
(1914 = 100) 


Year 

BelatWe 

real 

earninga 

Belative 
productintjf 
per employee 

Percentoge 
deviation of 
real earnings 
from physical 
productmty 

Year 

Belstive 

real 

earnings 

Belntive 

productivity 
per employee 

Percentage 
deviation of 
real earnings 
from pbyricol 
produc^vity 


107 

89 

+29 

1914 

100 


0 



86 

+i« 


113 


+ * 


09 

80 

+11 

B-19 

111 


+ 0 


102 

04 

+ 6 


101 


- 8 


101 

04 

+ 1 

■-9 

02 


-12 


06 

101 

- 5 


09 


— 5 


102 

107 

- 5 

1920 

100 


+ 6 


lOS 

108 

- 5 

1021 

129 


+24 


05 

107 

-n 

1922 

135 


+se 


02 

101 

- 9 

1929 

193 

99 

+34 

1012 

06 


- 4 

1924 

137 

103 

+83 

1919 

03 

102 

- 0 






^ Supra, pp. 69-60. 

•The relatives of which are derived, it will be remembered, by multiplying relative 
physical product for an industry or group of industries by the ratio of the price index of that 
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The limitations of this test should, however, be kept in mind. The com- 
parison necessarily has to be confined to separate industries or groups of 
industries;' it does not prove or disprove that workers have been com- 
pensated in accordance with their productive contributions, since an 
expression of the exchange value of an industry’s products in relation to 
the number of employees is not an indication of whether a given increase 
in value product has been imputable to labor or to the other factors of 
production; it is a comparison that in itself affords no basis for ethical 
generalizations; and, again, as has already been explained in more detail, 
it is likely to be somewhat misleading in that mdustries are made responsi- 
ble for cost movements over which they may have little or no control.' 
Nevertheless, the increase in the fund of value is what determines the 
capacity of an industry to pay its workers and other claimants upon its 
income, and the test is thdreforc of importance from the viewpoint of the 
purposes before us in the present chapter. The most satisfactory method 
of applying this test, as has already been said, is (1) to take the total 
relative physical product of manufacturing for the years covered, (2) to 
multiply these relatives for each year by the ratio of the price index of 
manufactured goods to the general price level, thus securing (8) the 
relative value product of the industry, then (4) to divide this total 
relative value product by the total number of employees, and (6) finally 
to compare the relative total value product per employee tlius derived for 
each of the years with relative teal earnings in the same years. 

Such a comparison has been made by Professor Paul H. Douglas in the 
book from which we have already drawn freely,* and also in his statistical 
and quasimathematical study. The Theory of Wages.' The following 
tabular summary almost tells its own story so far as nine of the major 
groups of manufacturing are concerned.* Not until 1921, it will be noted. 


group of commodities to the geoecal price indcs, and then dividiog the resulting total rda- 
tive value product by the relative number of employees. 

^ Because, perhaps it is gratuitous to state at this pomt, an increase or decrease in the 
exdiange value of an industry’s product is, tjwo facto, a decreose or increase respectively 
in the exchange value of the products of other industries, and therefore in the Fund of value 
from which workers in these other industnes can be remunerated. 

* Which may be, os is explained in more detail elsewhere (r/. supra, pp. 5d-C0), cost 
movements either prior to the process in quesUon (i.a., the raw materials and fabricating 
devices used by the process) or subsequent to it (t.e., increases in the amounts absorbed 
by jobbers, advertisers, wbolesolers, and other distribution functionaries, causing living 
costs to rise and therefore a decline or less rapid rise in real earnings), 

^ "Rial Wages in the United States, pp. 

* Cf. especially pp. 174-195. 

Professor Douglas’ method of determining total exchange value for each of the major 
groups was to find the relative wholesale price indexes since 1899 for their various manu- 
factured commodities, and to divide each of these by the all-commodity wholesale index 
of the Bureau of I^abor Statistics. After price indexes bad been thus computed for each 
of the nine groups, the relatives for each of these groups were weighted by the rriaUve 
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Tabm 41.— Compabibon of Reiatitb VAiitm op Prodoci per Emploteb with Beal 
EA mNGS FOE Nine Major Ghoots of Manofactobinq (1899 = 100)' 


Year 

Relative 
real earnings 
per 

employee 

Relative 

value 

product per 
employee 

Percentage 
deviation 
of relative 
reel earnings 
from relative 
value product 

Year 

Relative 
real earnings 
per 

employee 

Relative 

value 

product per 
employee 

Percentage 
deviation 
of relative 
real earnings 
from relative 
value product 

1904 

101 

98 

+ 8 

1921 

116 

105 

+ 10 

1909 

106 

97 

-b 8 

1923 

128 

121 

+ 6 

1914 

105 

95 

+ 9 

1926 

126 

125 

- 1 

1919 

116 

92 

-h26 






> Jh'A, p. 


did the workers in manufacturing “produce” on the average more pur- 
chasing power than in 1899, and not until 1925 did relative value product 
per employee exceed relative real earnings. The explanation of an excess 
of relative real earnings over relative value product, as against the already 
mentioned^ lag of relative real earnings behind relative physical product 
per employee, is to he found, of course, in the fact that the exehange ratio 
of manufaetured products was declming a considerable part of the period 
covered by this study. The fact should also be noted, however, that while 
in 1919 the excess of the relative real earnings over value product per 
employee was some 26 per cent, this excess steadily decreased during the 
subsequent years of the era of “New Capitalism.” Moreover, it is 
entirely likely that since 1925 real earnings have increased less rapidly 
than value product per worker in manufacturing. Studies comparable 
to those of Professor Douglas are, it is true, not available for later years, 
but certain inferences can be di-awn from information that we do possess. 
Accordmg to the Committee on Recent Social Trends, the service (wage 
earner and salaried worker) share of that part of the national income 
created by manufacturing— as is indicated in more detail in the following 
section of this chapter — declined from 57.5 to 48.6 per cent between 1921 
and 1929, although no decline in the percentage of the total national 
income going to employed persons occurred during this period.® Total 
value product of manufacturing increased greatly up to the economic 
collapse that began in 1929, real wages, again as has already been pointed 
out, increased some, and the number of persons normally attached to 
manufacturing changed very little.® A reasonable mference to be drawn 

value added to each in 1919 by manufacturing, and a wholesale price mdex was thus com- 
puted for manufacturing as a whole. Each of these relatives was then divided by the 
all-commodity wholesale index of the Bureau of Labor Statistics. 

'Supra, pp. 161-154. 

' E. F. Gay and Leo Wolman, in Recent Social Trends, vol. 1, p. 231. 

' C/. supra, p. 6. Between 1919 and 1929 the number of employees in manufacturing 
declined from 8,989,535 to 8,821,757. 
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from these facU is that after 1925 real earnings lagged behind value 
product per worker.^ For the period from the late 1890’s to 1925 as 
a whole, however, it cannot be said that manufacturing workers were 
receiving a constantly decreasing proportion of the value product of 
industry.^ 

' As is indicated in the following section of this chapter, the value added by manufacture 
increased from 24.8 billion dollars in 1919 to 81^ billion in 1929, while wages increased 
from 10.4 billion to 11.6 billion. In 1919, 9,000,059 wage earners were employed, and in 
1929 8,888,743. Abstract of the Fifteenth Census cf the United States, p. 742. While these 
data do not take into account changes in the (schange volue of manufactured products 
and those of other industries, they create a strong presumption that during the I920’a 
real earnings per worker employed in manufacturing increased less rapidly than did value 
product per worker. Later revisions of the Census of Manufactures data on wage earners 
employed in 1919 have reduced the above estimate to tbc figure given on p. 150, but both 
the revised and the unrevised figures show a decline in employment between 1919 and 
1920. 

^ Ethelbert Stewart, when United States Commissioner of Labor Statistics, published 
a study based upon census data of the trend of average yearly earnings in manufacturing, 
value of product per wage earner, the percentage that value added was of total value of 
product, the percentage wages constituted of both value of product and value added by 
manufacturing, and wholesale prices, for the mghty-ycur period from 1849 to 1029 ["Batio 
of Value of Production to Wages and Tlirir Purchasing Power in Manufacturing Estob- 
llshments, 1849 to 1929,” i/onf% Labor Reciew, vol. SI (December, 1930), pp. 1829-1932]. 
It will be noted that such a study docs not express value product per worker os we have 
defined it (the exchange value of an industry’s product divided by tbc number of workers), 
but the comparisons made by Commissioner Stewart ore worthy of attention. During 
the half century from 1840 to 1899, he found, average annual earnings per worker increased 
by 75.2 per cent, while real earnings increased somewhat more in consequence of about a 
14 per cent decrease in prices. Value of product per worker (in the sense of total selling 


Kind of factories and year 

Average 

yearly 

eamingi 

Value of 
prcKfoet 
per 
wage 

corner 

Value 

added 

per 

wage 

earner 

Fercant- 
age 
value 
added is 
cl value 
of 

product 

Ferccat- 
age 
wages 
arc of 
value of 
product 

Percent* 
age 
wages 
ore o! 
value of 
product 
added 

Whole- 

sale 

prices 

Factoriea and bond and naghborbood 
industnei: 








1849, 

100 0 

100.0 

ICO 0 

100 0 

100 0 

100.0 

100.0 

1899 

170.2 

230.0 

210.6 

05.6 

70.8 

80.2 

66.0 

Facloriei excluding hand and neighbor- 
hood industries and establishments 
with products 7&Iaed at less Uun 



1990... 

171.8 

227.2 

211. 3 

03 2 

75 5 

81.4 

66.6 


102 3 

254 I 

297 3 

03 4 

75.5 

81.2 

09.8 


208 9 

203.4 

266 B 

90 8 

71 2 

78.7 

112.5 

Factones excluding Mtnbbihments with 

233.5 

323 8 

289 3 

80 5 

72.1 

80.8 

118.8 

products valti^ at less than 85,000’ 








1914 

237 9 

326 5 

290 S 

80 0 

78 0 

82 0 

US S 


438.5 

046 0 

568 5 

87.9 

72 5 

82 0 

230 6 

1093 

470 2 

680 0 

544 1 

92 8 

nXl 

87 5 

16? 4 

605 0 

647 5 

607 2 

08 8 

78 1 

83 4 

167.4 

1027 

516 1 

70? 0 

058 0 

03 8 

78.4 

78.5 

172.2 

623 8 

705.S 

081.2 

00.7 

74.2 

76 0 

158.7 


531.5 

651 7 

749.9 

09.8 

70 6 

70.8 

160.6 
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PONCTIONAL DiSTHIBUTION OF THE NATIONAL INCOME 

A third test of how well the workers have fared in comparison with 
other economic classes was suggested in Chap. I: The proportion of the 
total value created by each line of economic activity, and of the sum-total 
income created by all lines of activity, going in the form of wages and 


value divided by the number of workers, not in the sense of the ratio between the price 
of manufactured goods and of other goods divided by the number of workers), on the other 
hand, increased 130 per cent, and value added per wage earner (the money value of the 
output of manufactures minus the amount paid by manufacturing enterprises to the fur- 
nishers of materials and prior services in the production sequence, divided by the number 
of workers) 110 per cent. The percentage that wages constituted of the value of product 
(measured in terms of dollars, not in terms of its exchange ratio with other commodities) 
decreased by nearly one-fourth, and the percentage that wages were of value added by 
manufacturing decreased by 19.8 per cent The same lag of earnings behind value of 
product per worker continued, according to this study, during the ensuing thirty years, 
and by 1929 average yearly earnings had increased 431.5 per cent over the 1849 level, the 
value of product per wage earner 061.7 pet cent, and value added by manufacture per wage 
earner 049.0 per cent. The per cent that wages constituted of the value of product had 
decreased by about three-tenths, and the percentage they constituted of value added by 
the same amount. Prices, on the other hand, were about 00 per cent higher in 1929 than 
they had been eighty years earlier. The table on p. 100 is a summary of Commissioner 
Stewart’s findings. 

Commissioner Stewart pointed out in the same article that it may well be argued that 
conditions in 1849 were so different in every respect from those of the late 1920’s that com- 
parisons based on that year may be in tbe main meaningless. Accordingly, he had made 
computations for the shorter period 1909-1929, using the former year ns the base of 100. 
His indexes ore as fallows: 
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1009 

100.0 

lOO.O 

100.0 

IW.O 

100.0 

100.0 

100.0 

100.0 

1019 

224.8 

220.6 

21S.0 

101.7 

101.6 

105.0 

205.0 

200,6 

1029 

254.4 

250.2 

282.2 

109.9 

99.4 

90.0 

142.8 

176.S 


It rrill be noted that value of product pec wage earner and value added per wage earner 
did not leap ahead of real earnings to the extent that they did during the earlier years. 
Such ^fferences as are indicated by Mr. Stewart’s figures could easily be accounted for 
by the increase in the exchange ratio of farm products, in relation to manufactured products, 
during this period. 

Professor Douglas has made a comparative study of real earnings and value product per 
employee in the coal industry. It will be remembered that— contrary to the situation in 
manufacturing— real earnings of coal miners have apparently increased more rapidly than 
their physical productivity (supra, pp. 164-165), But — again contrary to the situation 
in manufacturing — ^real earnings appear to have increased less rapidly than value product 
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salaries. As applied to the whole of industry this test resolves itself, of 
course, into the proportion of the total national income gomg in the form 
of wages and salaries, while as applied to a given industry it means the 
proportion of the value added by that mdustry to the goods and services 
obtained from other sources which is distributed in the form of wages and 
salaries. It is obvious that trends in the percentage of total national 
income (or of income created by a given branch of industry) going to wage 
earners and salaried persons cannot be considered apart from changes in 
the proportion of the total population comprismg these economic classes;' 
and that the workers may lose relatively but at the same time gain abso- 
lutely-^.e., that the percentage of the real national income going to the 
workers may decrease, but their mdividual and total real earnings may be 
greater because total national income has increased more than the labor 
percentage has decreased. 

Several studies of this soHMilled “functional” distribution of income 
have been made.^ From the most recent of those covering the period up 


per worker. Professor Douglas’ index figures (op. otV.» p. 58C) arc as follows: 



' If, for example, the percentage of the national income going to hired labor were to 
increase by, say, 5 per cent during a given period of years, but if at the same time the per- 
cenUge of all daimants upon income who were wage camera increased by five, the relative 
portion of each worker would be the same as before. 

* Cy. espedally W. I. Eng, WeaUhandlncomeofthPeopleoflhe'UniteiiSiateSt^ia.iiomil 
Bureau of Economic Eeaearch, Tht Inoome in ih VnUed States, E. F. Gay andL. Wolman, 
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to 1929, a study that both utilized the results of previous investigations 
and included those of independent researches, we may glean some notion 
of general trends during the three decades prior to the beginning of the 
great depression. 


Taslg 42.— Relatox Shahes op Majob CbAnuNis is Income fbom Cebbent Pbodec- 
Tio.v OF Goods and Sebmces, 1000-102D> 

(As Percentages of Total Income Produced] 
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Investors 

and 

property 
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Business 

savings 
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Wapes 

: Salaries 

Total 

Agricul* 
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Non*agri- 

cultural 

1900 

63.2 








1909 

64.4 

88. 0 

1£.0 

26.2 

12.6 

18.6 

14.7 

4.7 

1910 

66.8 

38.8 

10.0 

24.9 

12.0 

12.3 

15.4 

3.0 

■ 1 

60.8 

39.0 

10.9 

24.8 

10.9 

IS.D 

16.0 

2.4 

K1L3 

£6.0 

38.3 


25.2 

11.6 

13.6 

15.3 


■ 1 

66.6 

39.1 

■ iiW 

23.8 

10.3 

18.5 

16.5 

4.2 

1914 

67.4 

88.4 

18. 0 

25.0 

10.5 

14.5 

16.8 

1.8 

1916 

66.0 

87.3 

10.8 

24.1 

10.7 

13.4 

14.0 

6.0 

1910 

£1.3 

36.7 

14.5 

23.9 

10.8 

13.1 

13.0 

11.2 

1917 

£0.3 

34.0 

14.9 

27.1 

13.£ 

13.0 

13.4 

9.2 

1918 

£6.0 

36.0 

19.8 

27.4 

1£.S 

12.1 

12.2 

3.5 

1919 

£5.4 

30.1 

18.1 

25. fi 

14.8 

11.2 

12.8 

0.8 

1920 

02.8 

43.9 

17.4 

22.8 

11.0 

11.2 

12,3 

2.1 

1021 

08.7 

44.3 

22.5 

21.3 

7.6 

13.7 

15.1 

-6.1 

1922 

03.3 

41.2 

20.2 

20.3 

7.8 

12.5 

13.0 

2.8 

1023 

62.7 

42.0 

10.2 

20.7 

7.8 

12.9 

18.0 

s.e 

1924 

CS.G 

41.8 

20.3 

21.1 

8.1 

13.0 

18.2 

2.1 

1026 

01.7 

40.£ 

10.8 

21.0 

8.4 

12. G 

13.5 

8.8 

1020 

63.8 

41.8 

20.5 

19.2 

7.1 

12.1 

14.1 

2.9 

1927 

04.0 

41.3 

21.7 

10.7 

7.4 

12.3 

14.4 

1.8 

1928 

03. £ 

40.4 

22.1 

18.0 

0.8 

12,1 

14.0 

8.0 

1029 

6£.l 

42.1 

21.7 

17.3 

6.8 

10.fi 

14.0 

2.7 


* Includes pensions, workmen's compensation, etc. 

* Includes teturn on owned capital aa well as ”labor income” of entrepreneurs. 

■Interest, dividends, rents, and royalties. Tills is the shore rcollEcd. Obviously the portion retained in 
bunness os corporate surplus also accrues to the investor* 

^ From Aneriea'i Capaeiljf to CoMume, p. ]li8. 

Table 42 reveals several significant facts and at the same time sug- 
gests a number of cautions against too facile generalizations. (1) Over 
the period as a whole, the workers’ share of the total national income 
increased rather than diminished. In 1900, it will be noted, 53 per cent 
of the national income was distributed as wages, salaries, and pensions. 


in Recenl Social Trends, vol. 1, pp. 228-237, M. Copdand, "The Notional Income,” 
Recent Economie Changes, vol. 2, pp. 767-786, and W. I. King, The National Income and 
Its Purchasing Power. 
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Between 1909 and 1915 the shares of employees ranged from 54.4 to 
57.4 per cent of the total ; then, owing to the e.\pnnsion of bii.sinass activity 
and the lag in adjustment of wages to prices during the early IVar period, 
decreased considerably during 191C-1917, the labor share being down 
almost to 60 per cent in the latter year. After the War, however, the 
share going to employees increased decidedly and in the decade of the 
1920’s ranged well above fiO per cent, (2) The indicated gain of cmidoyees 
should not necessarily be taken as proof of Tclatirc gain in the economic 
status of the individuals who compose the wagc-eaming class. In part, 
srithout doubt, the increase in the share of total national income going to 
employees is attributable to a shift from tmpaid cmploj'mcnts, such as 
housework and the labor of farm families, to finaucially remunerative 
employments, and in piirt it reflects the reduction in the number of entre- 
preneurs and the corresponding increase in the number of s.ahiricd oflicials 
and other employees that has resulted from the decline in relative impor- 
tance of the individual firm and parlncnship and the incrcn.se in the 
importance of the corporate form of business organization. Indeed, it 
will be remembered th.it our comparison of the trend of average real earn- 
ings with the trend of per capita real income during the same period' 
showed, if anything, a lag of Uic former behind the latter. The conclu- 
sion that real earnings have not increased as rapidly ns per capita real 
income is not irreconcilable with tlie indicated increase in the pcrcenLige 
of the total national income going to labor, for the increase in tlic number 
of employed persons at a more rapid rate than total population could 
account for an mcrensc in labor’s total share of the national income even 
though average real earnings have lagged behind per capita real income. 
(3) It will be noted that when total employees’ share of the national 
income is divided into wages and salaries, the two trends have the quality 
of precision. Apparently wage earners and salaried workers gained in 
their proportionate shares of the national income at about the same rate 
and to about the same extent. (4) Second in significance only to the 
revealed increase in the workers’ share of the national income, perhaps, is 
the decline in the share of the national income going to farm proprietors. 
In 1909 independent farmers received about one-eighth (12.0 per cent) 
of the national income; in 1929 they received only a trifle more than one- 
sixteenth (6.8 per cent). In part this decrease reflects the relative deelin- 
ing importance of agriculture as a source of liveliliood, but to a greater 
extent it is attributable to the farm depression of the 1920’s. Between 
W09 and 1920, as a matter of fact, the percentage of the total national 
income going to farm enterprisers declined by only 1 per cent, and during 
the lOlV-lDlB period, when the exchange value of farm products in terms 
of other products was greater than it had been for years, the percentage 
of total national income disbursed to farmers was greater than it had been 
' Supra, pp. 139-141. 
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a decade before. It was only during the 1920’s that the share going to 
farm entrepreneurs decreased sharply. (5) The decline in the share 
going to individual enterprisers as a whole during the period should be 
noted. In 1909 the entrepreneurial share of the national income was 
more than one-fourth (26.S per cent), while in 1939 it was only slightly 
more than one-sixth (17.3 per cent). Two developments account in 
large part for this decline: the relative numerical decrease in the number 
of individual enterprisers, and the already mentioned decline in the 
incomes of farm enterprisers after 1930. It will be noted that while, as 
has already been mentioned, income shares of agricultural enterprisers 
declined from 13.6 to 6.8 per cent during the two decades after 1909, the 
share of nonagricultural enterprisers declined considerably less (from 
13.6 to 10.5 per cent). (6) The share going to investors remained rela- 
tively stable during the period 1909-1939. Increases took place during 
the War period, largely in consequence of surplus earnings reinvested 
directly by business enterprises, and during the period of expansion from 
1933 to 1939 the proportion going to investors again increased gradually.^ 


' It may be mentioned in passing that other studies covering part of the same period 
agree in substance with the above presented Brookings Institution condustons. The 
National Bureau of Economic Research, in The Income in the United States, published in 
1821, classified according to the “wages and salaries” and the "management and property" 
shares of the national income, the latter category induding in substance the totals of the 
individual enterprisers, investors and property holders, and business savings shares listed 
in the foregoing table. The percentage going as wages and salaries in all lines of industry, 
ns well as in the seven main divisions into which the study efivided all sources of production 
or income, is as follows; 


Year 

All in< 
duatrlea 

Agri- 

cuUiirc 

Mineral 

products 

Manalartuting, tianspoiUtion 

Bank- 

ing 

Govern- 

ment 

Unclassi- 

fied 

Hand 

Foctory 

Steam 



1009 

1010 
1011 
1012 
1018 

1014 

1016 

1016 

1917 

1018 

68. 0 
62.2 

63.0 

64.0 

65.0 

64.7 

53.0 

61.0 
61.6 
64.0 

16.3 
12.6 
14.1 

14.4 

13.4 

12 7 

12. 5 

11 7 

10 0 

0.0 

71 0 

73 7 

73.8 

71 4 
73.4 

72 7 

07 4 

60 0 
03.1 

70.8 

67 3 
68.0 

68 0 
60.3 
60 7 

68.0 
68 7 
67 8 
01 0 
60.6 

72.2 
71 0 
76 4 
74.6 

74.6 

77.8 
76 4 

08.7 

71.0 

78.1 

60.6 
00.8 
02 8 

64.2 
06.4 

08.3 
81.6 
00.0 

87.4 
78.2 

60.4 

60.7 
61.6 

61.7 
62.0 

63 2 
61 1 
62 6 

66.4 

02.8 

83.6 

76.0 
81 7 

77.7 

70.1 

86.0 

70.2 

72.2 

70.1 

83.2 

20.0 

24 3 
20.6 
28.0 
31.8 

31.0 

34 6 

36 6 

84. 6 

30.7 

93.3 

02.2 

01.0 

01.7 

01.7 

01.0 

01. 8 

01 4 
00.6 
70.6 

00.4 

61.7 
61.0 
62.0 

63.2 

03.3 
02.0 

66.8 
52.0 
62.6 


The changes in the aggregate amount going to hired labor, as well as the differences 
among the several branches of economic activity, should be noted. In 1918 the percenta^ 
of the total national income going to hired labor was 54, and this had not fluctuated by 
more than Z per cent during the preceding nine years. Different circumstances account 
for the differences to be noted among the several branches of industry. In 1918 hired 
labor received only 10 per cent of the value product of agriculture, owing to the vast amount 
of labor performed by the farmers themselves. The percentage was relatively small m 
banlcing-37-but for a different reason: the large emounU of capital mvested in relation 
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(7) Fmally, it is worth mention that the changes in hired labor’s share of 
the national income do not indicate changes in the share going as a 
return for the productive effort of human beings during a period of marked 
shift of individuals from the entrepreneurial to tlic employee group. 
Indeed, a combination of the entrepreneurial and employee groups, and a 
comparison of their income over tlic years with the income obtained by 
investors and property holders from current production, indicate marked 
constancy in the return going to labor in the generic sense of the word. 
According to the Brooldngs Institution study, “occupational income” 
(f.s., the income of both entrepreneurs and employees, as against returns 
on investment and property in produetion and returns from other prop- 
erty) constituted about 75 per cent of the total in both 1909 and 1929, and 
varied by not more than 4 per cent during any of the years of the period.' 

The foregoing paragraphs have indicated tliat the share of fdl hired 
labor in the national income apparently did not diminish, but on the 
contrary increased somewhat, during the three decades prior to 1930. 
What has been the effect of the depression upon labor’s share of the value 
productivity of industry? 

Data already presented- show that the percentage decline in total 
Hred labor income between 1929 and 1932 was somewhat greater than the 


to the number of persons employed. In mnnufacturing nnd tmnsportntion, on Ibe other 
hand, more than three-quarters of the value product vent to employed persons. More 
recent studies of the functionnl distribution of the national income arc those of Dr. W. 1. 
King {The National Income and Ut Purchasing Pou'cr) and of the Committee on Social 
Trends. Messrs. E, F. Gey and Leo Wolman (Recent Social Trends^ vol. 1, p. 230), basing 
their computations upon the estimates given by Dr. King in The National Income and Its 
Purchasing Powert have estimated the distribution betsvecn property nnd service shares for 
the period 1914-1028 to have been os follows; 


Teer 

FcrccnUgc of Mtloaal 
iacome comprised by 
«alar1ca, pemioos. com> 
peuatioo, etc. 

PcrccDlngo of natioool 
income to property 
(residual perceuta^) 

I9U 

51 0 

48 1 

lOlj 

68 0 

48,0 

lOlQ 

61 9 

46.1 

1817 

60 S 

48 7 

1818 

63.6 

40.6 

1918 ' 

63 7 


19SQ 

67 1 


1081 

67 1 

42.9 

1982 

67 2 


192S 

67.7 

42.5 

1824 

67 T 


1926 

67 2 


1089 

60 1 


1827 

68 8 


1028 

68 9 

41.1 


‘ America’s Capacity to Consume, p. 30, and Table 11, p. 159, 
*Sup™, pp. 146-148. 
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percentage decline in total property income and entrepreneurial with- 
drawals, but that after 1933 total compensation of employees increased 
more rapidly than did the other distributive shares. Index numbers of 
the percentage increase or decrease in the absolute amount of each share 
are not, however, indicative of the percentages of each year’s national 
income paid out to the various claimants, owing to the different absolute 
amounts received by each during the base year, and the differences in the 
absolute amounts of the decline or increase during the years covered. For 
our present purposes, therefore, it is better to follow the method already 
adopted in this section of the chapter, and to center our attention upon 
changes in the percentage of total national income going to labor and to 
other factors of production. Such data for the period 1929-1936 are 
presented in Table 43. 


Table 4S. — Peboentaoe DisnuBunoN op National Income bt Type op Payment, 

1929-1B361 



1QS9 

1030 

lOSl 

loss 

loss 

10S4 

I0S6 

1036 

Total income paid out 

Bli 



■ 

■ 

MB 

MB 

100.0 

Total compensation of employees 

6S.5 

64.8 

64.4 




66.4 

66.5 

Total salaries and wages 

mm 

63.4 

62.7 

■BB 


61.8 

62.3 

61.5 






1.4 

£.7 

2.3 

8.8 

Other labor income 

1.2 

1.4 

1.7 

2.3 

2.1 

1.8 

1.8 

1.7 

Total dividends and interest 

M.S 

15.4 

15.9 


15.6 

14.4 

13.9 

14.8 

Dividends 


8,0 

KIT 

5.7 

4.9 

5.8 

Mm 

7.4 

^TOvWWiiiBwmiiiiwiiiiip 

mm 

7.2 


IDE 

10.3 

■Hi] 

8.2 

7.0 

Entmpreneurial withdrawals 

15.8 


|[iK 

16.7 

16.2 

■rail 

16.3 

15.8 

Net rents and royalties 

4.4 

3.8 

H 

m 

3.0 

3.2 

3.4 

3.4 


> Robert R. Natbani “National Income Cain in 1096 Largest of Recovery Period," Sump of Current 
Buriniti, Tol. 17| no. 0 (June, 1097), p. 10. 


A gain it is convenient to analyze the trends first through the depth 
of the depression, and then during the revival period that began in 1933. 
It will be noted that labor’s percentage of the total national ineome 
reached its low point for the 1930’s in 1932, but that it was then receiving 
only 1.5 per cent less of the total national income than it had been in 
1929. Dividends, after rising in 1930 and falling off only a little in 1931, 
dropped sharply in 1932 and 1933 but made large gains in 1936. Inter- 
est, a relatively fixed charge, increased appreciably as a share of the 
national income during these years, and in 1932 interest and dividends 
■ grouped together were slightly larger, and total labor income slightly 
smaller, percentages of the national income than in 1929. It should be 
said, however, that labor employed in mining, manufacturing, construc- 
tion, and steam transportation lost more of its share of the national 
income than did all labor, as shown in the above table.* The entrepre- 

*Dt. Kuznets’ study (Naiional Incoma, m9-19Sl) segregates wages of workers 
employed in mining, manufacturing, construction, steam transportation, Pullman car 
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neurial group a little better than held its own as a sharer of the national 
i Ti..nmp prior to 1933. The changes after 1933 were not great, but on the 
whole they were favorable to labor. Total compensation of employees 
rose to 66.5 per cent of the national income in 1936 — ^the high point for 
the period. Nevertheless, wages and salaries of employees of private 
enterprise absorbed 2.8 per cent less of the national income in 1936 than 
they had in 1929, and the increase in the percentage that total compensa- 
tion of employees constituted of the national income was due to the 
payment of work relief wages and to the increase in “ other labor income ” 
(pensions, accident-compensation benefits, and the like) . Total property 
income is shown by the table to have declined by 1.3 per cent as a share of 
the national income between 1933 and 1936, while entrepreneurial with- 
drawals and net rents and royalties changed but little. 

Labor’s Share of the Value Created by Manufacture.— It is advan- 
tageous to supplement our summary of trends in the aggregate labor share 
of the national income with similar data for the branch of economic 
activity in which more wage earners are employed than in any other, 
manufacturing. From studies made in recent years, it is possible to 
generalize with a reasonable degree of certainty. 

During the years prior to 1921, it is clear, labor did not lose relative 
to other claimants upon the value product of manufacturing industry; but 
after 1921, and especially after 1926, the story was different. Professor 
Paul H. Douglas, in the work from which we already have quoted freely,* 
has estimated that in 1899 wages and salaries formed 49.5 per cent of the 
value added by manufacture. By 1914 the percentage had risen to 54.2, 
was only slightly less in 1919 (53.6), and in 1921 reached the high point 
of 68.7. After 1921, however, labor’s share of the total apparently 
declined, and by 1927 the percentage which wages and salaries formed of 
the total value added by manufacture had dropped to 51.0 per cent. 
Deductions from the value product of manufactures for rent, taxes, and 
depreciation, made by Professor Douglas, of course increase the labor 
percentage of value product, but such deductions do not affect appre- 
<nably the general trend.^ A more recent study, covering the period 1899- 


construction, the railway express busioess, and water transportation from the salaries of 
salaried persons employed in these same lines and from the wages and salaries of persons 
employed elsewhere. Wages of workers employed in these lines were 21.2 per cent of the 
national income in 1929, according to the Kuznets study, and only 14.0 per cent in 19S2. 
Wage earners and salaried workers together in these industries received 28.2 per cent of the 
narional income in 1929 and 20.9 per cent in 1952. The same study shows that salaries 
and wages m all other industries increased from 55.8 to 41.5 per cent of the national income 
between 1929 and 1932. 

t Real Wapea in tie United Staiea, pp. 540-547. 

® Professor Douglas estimated that iu 1899 the percentage expended in wages and 
salaries of the net value product of manufactures after dediiction for depreciation but not 
for tent and taxes was 62.6. The percentages for subsequent years were: 1904, 53,9; 1909, 
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1939, indicates the following distribution of the Value product between 
wages and wages and salaries, on the one hand, and overhead and return 
to capital, on the other. 


Table 44. — Pebcentage That WAaBS, Salaries, Overhead, and Eetdhn to Capital 
Were of the Total Valde Added bt Manufactures, 1899-1929^ 




Wages 

Overhead 



Wages 

Overhead 

Ycu 

Wages 

and 1 

and return 

Year 

Wages 

and 

and return 



Bainnes 

to capital 



Bolaries 

to capital 

1899 

41.6 

49.6 

60.6 

1921 

44.7 

67.6 

42.6 


41.6 

60.6 

49.4 

1923 

42.6 

63.4 

46.6 


40.2 

61.2 

48.8 

1925 

40.0 

61.0 

49.0 

1914 

41.8 

64.1 1 

46.9 

1927 

89.8 

61.3 

48.7 

1919 

42.2 

63.8 

46.2 

1929 

37.2 

48.6 

61.4 


^ E. F. Gay and Leo Wolmao, Id iSoeial Tttnit, vo\, 1. p. 831. 


The fascinating question of why these changes in the proportion of the 
product received by labor have taken place may advantageously be post- 
poned until our generalized survey of wage theory. Several of the impli- 
cations of the facts just summarized should, however, be mentioned at this 
point. Although the service shares of the value product of manufactures 
did not decrease during the years prior to 1921, but on the contrary 
increased, the opposite tendency became pronounced during the 1920’s. 
This tendency in manufacturing was, it will be noted, different from that in 
industry as a whole, for while, as has already been indicated,* the division 
of the national income between property and service shares remained 
fairly constant between 1921 and 1929, the division of that portion created 
by manufactures altered considerably, and in a direction adverse to labor. 
Judged by the standard here being applied — ^the proportion of the value 
product which has been distributed in wages and salaries — the period of 
increased productivity and of substantial absolute progress as far as real 
earnings were concerned, was one of relative loss for workers employed in 
manufacturing enterprises. It is true that fewer workers were employed 
in manufacturing in 1939 than in 1919, and that therefore the relative loss 
per worker was not as great as is indicated by the percentage distribution 


64.8; 1914, 68.4; 1919, 66.9; 1921, 64.4; 1028, 68,8; 1926, 66.0. Professor Douglas also 
computed the percentage eiipeiided in wages and salaries of the net value product of 
manufactures after deduction for rent and taxes as well as for depreciation for the years 
1899-1919, these percentages being as follows: 1899, 64.0; 1904, 65.1; 1909, 68.2; 1914, 
62.4; 1919, 68.0. The query may legitimately be raised as to why this study shows a 
smaller proportion of the value product of manufacturing going to labor than that esti- 
mated by the National Bureau of Economic Hcsearch, mentioned earlier in this chapter 
{supra, p. 166). The difference is primarily due to the fact that the National Bureau made 
certain deductions for selling, marketing, and miscellaneous expenses which Professor 
Douglas did not make. 

* Supra, pp. 168-166. 
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of value product between service and property shares, but the percentage 
decline in the number of employees was substantially less than the drop in 
the percentage of value added which went to employees during this 
decade.’ The extent of labor’s relative loss is also indicated by the abso- 
lute figures of wages, value of products, and value added by manufacture. 
Between 1919 and 1939, the value of products of American manufactures 
increased from $63,041,795,316 to $70,434,863,443, and the value added 
by manufacture from $34,809,093,936 to $31,886,383,711. During this 
same period, money wages increased by only a little more than one 
billion dollars (from $10,461,786,869 to $11,630,978,354).* The con- 
clusion seems inescapable that in spite of the absolute progress revealed 
by the trend of real earnings, the individual employee in manufacturing 
experienced a relative loss during the era of the New Capitalism. This 
relative loss in manufacturing, while hired labor in all branches of industry 
apparently experienced no retrogression of relative status, has led to 
different conclusions by different students of distributive tendencies. 
By some it has been cited as evidence of increasing maldistribution of the 
national income in the sense that “oversaving,” “overinvestment,” and 
the expansion of plant equipment and of productive capacity in excess 
of consumer purchasing power resulted. The overproduction assumption 
which can be easily drawn from the decline in the percentage of value 
product going to workers in manufacturing needs, however, to be examined 
carefully before one is in position to take even a qualified position on the 
matter. It is certain that the period immediately preceding the depres- 
sion was characterized by much greater influence than before of both 
capital and management upon production, and to this fact may be 
attributed the ability of capital to obtain a larger share of total product 
than during the years before 1931. Indeed, as is indicated shortly, 
studies of quantitative changes in the capital and labor factors and in 
total product suggest that capital and labor returns show striking cor- 
respondence with estimates made from these quantitative changes of their 
relative productive contributions. Nevertheless, the possibility that the 
decline in labor’s share during this period may have been in part responsi- 
ble for the increased profits of industry, for the rise in stock-market prices, 
for injudicious investment, for the frenzied orgy of speculation, and for the 
subsequent collapse cannot be dismissed lightly.* 

* Between 1019 and 1929 the dedine in the number of employees (wage and salaried) 
was only 2.3 per cent, while the dedine in percentage of value added going to workers was 
approximately 11 (from S3.8 per cent of the total to 48.8, or an 11 per cent dedine). Or, 
between 1914 and 1029 the percentage which wages and salaries were of value added by 
manufacture decreased by about 12 per cent (from 54.1 to 47.6), while the number of 
employees increased by about 30 pec cent. 

’ Absiraa of the Fifteenth Came of the United Stalee, p. 742. 

The paucity of information avmlable on changes in the distribution of the value 
created by manufacturing during the depression makes generalisation difficult. It appears 
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Labor’s Remuneration and Labor’s Productive Contribution 

The fourth test of the progress of the workers suggested in Chap. I* — 
whether there has been an approximate equivalence between the reward of 
labor and its creation of exchange value — carries us beyond the issues with 
which we have already grappled in attempting to answer the question of 
how the workers have fared in relation to other economic classes. It is a 
test that involves, indeed, far-reaching issues of economic theory, and is 
one that will be more meaningful after we have discussed, in the following 
chapter, the forces determining distribution in our system of quasicom- 
petitive capitalism and the reasons for the increase in real earnings and 
the relationship this increase has borne to the increase in total production. 

Nevertheless, a few words about the extent to which labor’s reward has 
approximated the productive contribution imputable to it are relevant at 
this point, even though general discussion of distributive determinants 
may advantageously be postponed until the following chapter. The facts 
surveyed in this and the immediately preceding chapter, as has been 
pointed out a number of times, create only general presumptions as to 
why the trends noted have occurred. Neither a lag of real earnings behind 


likely, hovrever, that wage eainets, in 1932, at least, received a smaller percentage of the 
total than in 1929, that salaried workers received a greater percentage, that total compen- 
sation of employees was only slightly different, that total property income was approxi- 
mately the same, and that entrepreneurial withdrawals were a little less. Dr. Kuznets 
(op. oti., p. 75) has made the following estimates of percentage distribution of income paid 
out by manufactures as a whole for the years 1929, 1930, 1931, and 1932: 
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Dr. Kuznets’ 1937 study (“Notional Income, 1919-1935,” BvUetin 66, National 
Bureau of Economic Research, p. 8) involves some modifications of these estimates and 
carries the story through 1985. According to this later study, total employees’ compensa- 
tion was 70.0 per cent of the National income in 1932 and 74.0 per cent in 1986; entre- 
preneurial payments were 18.3 per cent in 1932 and 13.0 per cent in 1936; and property 
payments were 16.7 per cent in 1932 and 13.0 in 1936. 

'Supra, pp. 60-61. 
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physical or value product per worker, as already explained,' nor an 
increase at a more rapid rate proves whether the workers have been paid in 
correspondence with the exchange value they, os against the other factors 
of production, have created. But all of the facts surveyed have pre- 
sumably affected the worth of labor and of the other factors of production 
to entrepreneurs, and therefore have been influential in determining the 
price that could be paid for labor. If a reliable measurement of the 
proportionate productive influence of labor and of capital can bo obtained, 
it should be possible to compare the trend of the productivity imputable 
to labor with the trend of labor's real earnings. 

The most extensive attempt yet made to determine statistically the 
trend of the productivity imputable to labor is that of Professor Douglas,’ 
who has measured changes in the quantity of labor, capital, and the 
volume of production in American, Massachusetts, and New South 
Wales manufacturing industry,’ and on the basis of these changes has 
tried to determine what has been the relative influence upon product of 
changes in the quantity of labor, as compared with the quantity of capital.’ 
Curves of imputed marginal productivity— i.c., of the extent to which 


‘Suprii, pp. S7-S9. 

’ The Thconj of Wages, especially Chops. 4 ond B, 

!« ! PnxiMtion, Professor Doufilos used the ireU-hnovra index of E. E, Day 

/ifanr “ ™ Phy’ieal Volume of Produclion.” Rcnctc of Eeonomio Slolislies, vol. * 
(18801, pp SOMSi). IBs index of fixed capilol included measurement of the physical 
^ntity of machinery, tools, equipment, and faclorj- buildings. It should be noted that 
l^tessor Douglas used as a measure of the infiuence of capital upon production an index 
of «p.t«l of capital nelually used (U.e only portion contributing to produo- 

on), Md that his index did not include working capital, which also presumably should be 
re^rded as productive. In constructing bis index of labor supply, Professor Dougins look 

rcstssi.TS’i'''"" *■ 

and to 1 ^ “.f ? *" P^duelivily imputable to labor 

Itioarf in P™- 

tor^aor3 , ^ '‘’“Bn’ were the overwhelmingly 

and a unit of labor was the same throughout the period studied (lBDD-1022). Quali- 

ni!^^ T jn’iiliontinn tl«= elimination of quali- 

“''“"Sio® ’elntionships of labor 

covered f21 n ' ” rt7'**'* ” purhnps also for years outside the periods 

w«to fsm “ o' I'*' “■nnnal worker, and the mrpansion in the nnmbiw of deried 
b«m^mnaoW improvment m the quality of the capital instruments may well have 
(4) The product ant, ^ ““ “'"'7 “™’P““‘iinS ‘mprovement in the quality of the workers, 
to prog^s" recTfi 7^ nttributable to added capital alone is also in a sense attribulahle 
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the productivity of each unit of labor or of capital diminishes as the num- 
ber of units is increased— were worked out of the basis of the average 
productivities of labor and capital as the proportions between them 
varied,* and the actual course of distribution was compared with what 
would be expected from this analysis of the productive contribution imput- 
able to labor and to capital* The correspondence between the exchange 
value apparently created by labor, as indicated by this method, and the 
movement of real earnings was found to be surprisingly close, both real 

1 The metliod of determmmg the relaUve “final” or “margitml" productivity of labor 
and capital in each of the yeara and of working out the curves of imputed marginal pro- 
ductivity was, in nonmathematical language, substantially as follows: The data on labor, 
capital, and product were combined to ahow (1) the relative ratios in which labor and capital 
srere combined srith each other in each year subsequent to 1869, aa compared with the 
combination obtaining in 1899, and (8) the relative amounts of labor embodied in a unit 
of product each year subsequent to 1899, as compared with the amount so embodied in 
1899, and the relative amounts of capital embodied in a unit of product each year after 1899. 
It was found that the relation of labor to capital at the end of the period was 0.87, and that 
of capital, to lahot 8.70. This is, of course, merdy to soy that the capitd factor increased 
much more rapidly than did the labor factor. The relative amount of labor embodied in a 
unit of product (1899 = 100) was found to be 67 in 1988, and the relative amount of capital 
188. From these data, the deduction was made that production had increased approxi- 
mately M per ““ease of 1 per cent in the labor factor, and H pet cent 

with each increase of 1 per cent in the capital factor. A theoretical formula of production 
(P' = was devised, in which the coustants 6 and i were given the values 1.01 and 

%, respectively, and this equation was subjected to the test of computing what produc- 
tion would have been from year to year and then comparing this theoretical index of 
production with the Day index of actual production. Professor Douglas found the 
coefficient of correlation between the two indexes to be no less than 0,97. The table of 
telative marginal productivities over the years is based on the assumption that during ttch 
ct these years labor "contributed” («, the amount added to product by the last unit of 
the factor multiplied by the number of units of the factor) the same amount (M) and 
capital the same amount (H) to the total product as they did during the period as a 
whole, three-fourths of the telative increase in production each year bemg imputed to 
labor and one-fourth to capital. The productirity of each unit was, of course, total 
productivity imputed to the factor divided by the number of units. The curves of dimin- 
ishing incremental productivity of labor and of capital were derived by determining the 
productivity of each unit of labor when combined in diSerent proportions with capital, and 
vice versa, 

•Assumptions other than those mentioned in the preceding footnotes nnderbe thu 
attempt to deduce from the reUtionships of labor, capital, and product the productivity 
imputable to labor, as against that imputable to capital. The reader may already have 
noted'that the land factor has been eliminated from consideration. This was done inten- 
tionally. both because its quantity did not change greatly during the period «iv(^ imd 
because it was virtually impossible to measure such changes as did occur. Anothw 
assumption is that the volume of production due to manufacturing is proportional to the 
physical volume of manufactured goods. In otiier words, changes in the relative amount 
of fabrication were ignored. Also, the assumption that the relative productive coutn- 
butions of labor and capital during the period as a whole [Yt and respectively) can 
be imputed to them during each of the years in working out the relative marginal ptolIu^ 
tivities may be subject to question. 
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earnings and imputed marginal productivity tending to move in the same 
direction and to approximately the same extent.* Studies of the aggregate 
part of the value product of manufacturing going to hired labor also 
substantiate the conclusion that there has been reasonably close cor- 
respondence between the productivity of labor, as measured by the method 
described in this paragraph, and its reward.* 

The brief reference in the immediately preceding paragraphs to the 
relative movement of labor’s real earnings and the productive contribution 
imputable to labor anticipates somewhat, however, answers to other 
questions raised in Chap. I. To these questions we turn in the following 
chapter. What accounts for the rise — over n long period of time — in real 
earnings ? Why have the workers shared as they liavo in relation to other 
economic classes? What arc the forces, in our system of modern capital- 
ism, determining distribution among the several economic agents? 

* To tc more rand: Professor Douglas found Hint nt the end of tlic period the rclntive 
marginnl productivity of Inhor irns UP. or 40 per cent greater than it had been at the 
beginning of the period, while the relative marginal productivity of capital was 60, or 44 
per cent lower than in 1809. This was, of course, a consequence of the fact thnl the index 
of capital rose more rapidly than did the index of production, while the index of production, 
in turn, rose more rapidly than that of labor. Spociricnlly, the index of capital for 1022 
(1800 = 100) was 431, the index of product was 240 (same base), and the index of labor 
supply was 101. While imputed marginal productivity of labor in manufacturing rose 
somewhat more than did real earnings (</. supra, p, 102) Uic correspondence mtber 
then the deviation is, on the whole, the outstanding phenomenon. 

* It will be remembered tliat Professor Douglas attributed 76 per cent of the manu- 
facturing product in the United States to labor, and that the formula of production described 
in a preceding footnote, which attributed this amount to labor and 26 per cent to capital, 
resulted in an index correlating closely with the index of actual production. When the 
National Bureau of Economic Research made the investigation of the proportion of the 
manufacturing product going to labor during n decade, quoted earlier in this chapter 
(supra, p. 106) it found that wages and salaries formed on the average 74 per cent of the 
total value added by manufacture during these years. This is n remarkably dose 
agreement. 
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A SURVEY OF WAGE THEORY: SOME 
EXPLANATIONS OP THE TRENDS 

Explanation of the trends surveyed in Chaps. 11 and III should be 
prefaced by some generalized discussion of the determinants of distribu- 
tion, even though incidental allusion to these determinants inevitably 
has protruded itself into our discussion of problems at issue and methods 
of attack and into the account of the trend of real earnings and of the share 
of the workers in the increased national income. What have been, and 
what are, the forces, in our system of competitive or quasicompetitive 
capitalism, governing the share of the national income going to the work- 
ers in the form of wages? Does analysis of the distributive process 
indicate that these forces are subject to any great degree of guidance and 
control ? Can guidance and control be exercised without drastic changes 
in the institutional arrangements of society? 

A SoHVET OP Wage Theory 

With the earlier theories of wages, those of the Classical economists 
and the nineteenth-century dissenters, we shall not here concern ourselves. 
These theories were definite and rigid. All of them predicated that wages 
at any given time, and variations in wages from time to time, were a 
result of certain definite and rather mechanistically operating economic 
laws— the consequence of a causal relationship between wages and speci- 
fied conditions in the market for labor power. The equilibrium level of 
wages could be altered only (except for very short periods) by an alteration 
in the state of the determining forces. These general statements hold 
true, in fact, for all theories of wages, irrespective of the extent to which 
they are couched in terms of simplified abstraction or of detailed descrip- 
tion of institutional determinants; end we may turn our attention 
immediately to the theory of distribution most generally held by twen- 
tieth-century economists, that of marginal productivily, which predicates 
in substance an equivalence between the reward of each factor of produc- 
tion and its production of exchange value. 

A Genertod Statement.— A brief generalized statement, some of the 
implications of which must be examined in detail later, may be made at the 
outset. Entrepreneurs, endeavoring to discover and mamtain the most 



stand ready to increase the number of units of land, labor, and capital they 
ITS 



176 


LABOR’S PROGRESS AND PROBLEMS 


utilize until the price they must pay for the last added (or marginal) unit 
is just equal to the value to them of the product of that unit. Their 
funds will be apportioned so that the last dollar spent in wages adds as 
much to the product of the business ns the last dollar spent for capital 
equipment. And in any given state of the industrial and economic arts, 
there exists a certain proportion between expenditures for capital and 
those for labor which is more prolitable tlian any other. 

The price of labor, or the wages it tends to receive, is therefore deter- 
mined by the product yielded by the marginal unit. Employers calculate 
how much will be added to the total product of tlicir factories or other 
productive units it they employ additional units of labor or of capital j and 
this calculation governs their demand price for labor and capital. This 
worth to the employer, and therefore his demand price for labor, is deter- 
mined by the principle of diminishing productivity, since the product of 
each unit of a factor diminishes as the number of units is increased, the 
units of the other factors remaining constant or not increasing to the same 
extent. On the assumption that the supply of labor seelcing employment 
is constant, the wage that can be commanded just equals the amount that 
is added to the total product by the marginal units of the supply. Wages 
cannot rise above this point without causing marginal units of Uic supply 
to be left unemployed, since the price of labor would then be in excess of its 
worth and competition among the unemployed for jobs, taking tlic form 
of offers to work for lower wages, would, in turn, tend to bring wage rates 
back to the former level. 

One of the factors determining the marginal productivity of labor 
and of the other factors of production, and therefore the rewards tlicy tend 
respectively to receive, however, is their relative .abundance or scarcity. 
The marginal productivity of labor depends, in part, upon the supply of 
labor itself. When tlic supply of an agent is grc.at relative to the demand 
of competing enterprisers for it and relative to the supply of the other 
agents, the price at which it will be forthcoming will be low, more units 
will be employed, and the productivity of the marginal unit will conse- 
quently be lower than it the supply were not so great and fewer units were 
used. The wage level, in other words, is dependent upon two variables; 
the demand price of employers, a function of net marginal productivity; 
and, second, the supply of labor forthcoming, which determines in part 
productivity at the margin. Enterprisers under the compulsion of com- 
peUlion distribute the total value product among the various agents 
according to the worth of those agents to them, the aggregate going to 
each factor being commensurate with the worth of the marginal unit 
times the number of units employed. 

A More Detailed Examination. — This brief statement only serves, 
however, to suggest the need of close scrutiny of the theoretical scaffolding 
afforded us by the orthodox explanation of wages and of the other distribu- 
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live shares and of critical examination of the assumptions underlying the 
analysis. Even the foregoing generalizations should have indicated that 
the marginal productivity of labor is a variable quantity depending on a 
complicated set of factors. It will be convenient first to turn our atten- 
tion to the principle of diminishing incremental productivity. After this 
principle has been examined, we shall be in position to discuss the reason- 
ing underlying the conclusion that each factor receives, or tends to receive, 
as its reward the contribution of the last unit to the joint product of all 
factors times the number of units employed, and to turn to the deter- 
minants of the number of units of labor and capital used and therefore of 
the marginal productivity and rewards of each, to some of the more 
important implications of the theory, and to the assumptions underlying 
it. 

It may be taken as an accepted principle that a change in all factors of 
production in equal proportions (assuming technical knowledge and 
equipment, or what Adam Smith termed “the state of the arts,” to remain 
unchanged) will bring about the same proportionate change in product.* 
Ordinarily, however, the factors of production are not increased in the 
same proportions; on the contrary, the relative quantities of labor and 
capital constantly change. Qualitative changes in the factors also affect 
their physical productivity, and consequently their worth to the enter- 
priser, but our concern for the moment is only with the diminishing 
productivity of each unit of a factor as the number of units is increased. 
When one factor of production, say labor, is increased while the others 
remain constant, or when two of three factors are increased and the third 
remains constant, the total product is not to be expected to increase in 
proportion to the increase in the changed factor or factors. This is, of 
course, merely a manifestation of the universal law of diminishing returns, 
or of the proportion of factors As the quantity of any one factor increases, 

*Li teclinical and quasimathemalicnl language, total production may be described 
as a Homogeneous linear function of the first degree of magnitude, conforming to Euler’s 
tHcorem. A function is homogeneous if, irhen each of the variables is multiplied by the 
same quantity, the function is multiplied by a power of that quantity. The function is of 
the first degree if equal proportionate changes in the variables trill result in equal propor- 
tionate changes in production. For discussion of the application of Euler’s theorem to the 
theory of production, of the use made of it by Walrus and Wickstecd, and of Pareto’s 
criticism, see Paul H. Douglas, T/ic Theory of Wages, pp. 20-26. In the building of the 
marginal productivity theory of wages, the method of the Austrian economists, who 
attempted to explain the price of n commodity in terms of the additional utility, or satis- 
faction to consumers, yielded by the final or marginal unit of a given supply was also, of 
course, of prime importance. Since hired labor (except in the case of direct personal 
services) did not directly satisfy consumer wonts, but only indirectly by aiding in the 
production of commodities, its price was determined by the extra product yielded by the 
mar^nal man, which under the diminishing productivity principle was less than it fewer had 
been employed. 

’ Recognition of the tendency toward diminishing incremental productivity came— as 
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the productivity of each unit becomes somewhat less. Total produotmty 
imputable to each factor is that of the final, or marginal, unit times the 
number of units employed.* 

This tendency toward diminishing incremental productivity may be 
stated in slightly different terms. The output of a productive unit is not 
solely the product of any one agent of production, but is the joint product 
of them all. Consequently, when one agent is inercased, the others 
remaining constant, there is not a proportionate increase in product. 
Each unit of the increased factor has less of the constant factors with which 
to cooperate, and its productivity is consequently less. If the labor facto' 
is increased and the capital factor remains constant, the product imputable 
to each unit of labor becomes somewhat less; if the labor factor remains 
constant and the capital factor is increased, the product imputable to each 
unit of capital becomes less; if the labor and capital factors arc both 
increased, but the former at a more rapid rate, the produet imputable to 
each unit of labor, relative to that imputable to a unit of capital, becomes 
less; if the labor and capital factors arc both increased, but the latter 
at a more rapid rate, the productivity of each unit of labor, relative to 
that of a imit of capital, becomes greater. 

The tendency for the worth to the employer of each unit of a factor 
to diminish as the number of units is increased is, however, a consequence 
not only of diminishing physical productivity, but also of the decrease 
in the exchange value of the products as more are turned out.* Entrc- 


most gcnmHzcd lows or prindplcs come— only ofler prolonged obscrvnlion^ spcculotioni 
revision, and rcodumbrolion. Sir Edward West, in 1815, and David Ricardo, in 1817, 
enundated the principle of diminishing relums of land, which had been implicit in Z^laltfaus 
in 1788, and from this deduced the law of rent. T. H, von Thunen (Dcr iMficrfe Sfoaf, 
1820) is believed to be the first writer to deduce both the rate of wages and the rote of 
interest from the additions to total product that were made by the lost units of labor and 
capital respectively. The theory of ^miaishing incremental productivity and the 
marginal determinaUon of wages and interest was again set fortli by Stanley Jevons 
(Theory of Politicol Economy, 1871), and was rediscovered toward the end of tbc centurj* by 
o group of economists including Wolres. Wickstced, Enrico Barone, Stuart TVood. ond 
John Bates Clark. The story of the development of the theory of production is admirably 
told in Paul H, Douglas’ The Theory of Wages, Chap, n. 

^ Posribly it is gratuitous to caution the reader that the final, or marginal, unit is not to 
be regarded as less productive than all the olbcr units of a given factor of production. All 
equally efficient and interchangeable umts— i.c., qualitative differences assumed to be 
nonexistent — contribute the same in the productive process, but in accordance with the 
Jaw of diminishing returns the productivity of cacdi diminishes os the number of units is 
increased. 

* That is, when the matter is viewed from the standpoint of an enterprise or group of 
enterprises. Should increased output lake place in all industries rimullaneously, the 
consequence would not be a diminution of the fund of value from which all economic agents 
could be compensated. Of course, exchange ratios between commodities would shift, 
owing to different elasticities of demand, and Ibcre would be ultimate movement of labor 
and capital out of those industries the demand for whose products was more inelastia 
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preneuTS purchase and utilize the various factors of production, and 
combine them in what seems to be the most economical manner, because 
of the value created by these productive agents. And since ordinarily a 
large stock of goods can be sold only at a lower price per unit than could a 
smaller stock — ^how much less being, of course, a matter of the elasticity 
of demand for the product — ^the value productivity of each unit of labor 
(or of capital) tends to become leas in consequence not only of diminish- 
ing physical productivity, but also because of the fact that each unit of 
product can be sold only at a lower price. Indeed, the total fund of value 
received by an enterprise, out of which all claimants upon its income must 
be paid, will become less rather than greater when output is increased, if 
each increase in output is accompanied by a more than proportionate 
decrease in unit price — ^if, in technical jargon, elasticity of demand is less 
than unity.^ 

The reasoning underlying the conclusion that each factor receives, or 
tends to receive, as its total remuneration the contribution which the 
last unit of that factor makes to the joint production of all factors times 
the number of units of the factor should have been suggested by the fore- 
going exposition of the principle of diminishing incremental productivity. 
The amount by which a unit of capital or of labor increases (or is expected 
to increase) the income of an enterprise sets the maximum price which 
enterprisers are willing to pay for that imit. If there is competition for 
the instruments of production, the price will be bid up to the limit enter- 
prisers can afford to pay, i,e„ to the marginal productivity of labor and of 
capital. Labor’s total remuneration tends to be the value productivity 
of the final or marginal unit times the munber of units employed; capital’s 
total remuneration tends to be the value productivity of the marginal 

From the vievpaint of the worth to the entrepreneur of additional unite of labor or the 
other factors of production, however, the effect of increased output upon price has to be 
taken into account, together with the tendency toward diminishing physical productivity 
per unit as a factor is increased, the others remaining constant or not bemg increased to 
the same eident. 

‘ Possibly neither classical economic theory nor the economic plaimers of recent years 
have given sufficient attention to the complications introduced by inelastic demand 
schedules. An increase in production in industries the elasticity of demand for whose 
products is less than unity irill, other things being equal, cause a more than proportionate 
fall in unit price, and hence leave the producers with a smaller total revenue for a larger 
total product. Conversely, a decrease in quantity produced causes a larger than pro- 
portionate increase in price per unit, so that producers will receive a larger total revenue 
for a smaller quantity. This means that technical advances, with their consequent 
increased outputs, are accompamed in such industries by such a decrease in the relative 
prices of their outputs as to diminish the total revenue received by the various groups 
attached to them. In a vUlage or Crusoe economy, readjustment could eaaly take place 
by the transferring of energies so that labor and capital incomes would again be raised to 
the average level, but in our very complicated economy the transition is likely to be long 
and painful, accompanied by the destroying of purchasing power during the process and a 
spread of the contagion to other industries. 
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unit of capital times the number of units employed; and these rewards 
eidiaust the total value product minus any deductions for economic rent. 

But what determines the number of units of labor and of capital which 
are employed, and therefore the marginal productivity and— according 
to the assumptions of the theory— the reward of each ? The proportions 
in which it is ‘physically possible to combine labor and capital arc almost 
infinite. In a system of capitalistic free enterprise, however, the propor- 
tions in which they actually are combined obviously depends not only 
upon physical possibilities, but also upon their relative efficiency and upon 
the price which must be paid for additional units of each factor. Entre- 
preneurs are, of course, constantly seeking to obtain the lowest unit cost 
of production. If costs can be reduced by using more capital and less 
labor, they tend to increase the capital factor ns rapidly as it is possible 
to make the necessary plant and other arrangements; if, conversely, an 
increase in the labor factor relative to capital operates (or is expected to 
operate) to reduce production costs, relatively more labor and less capital 
are employed. It should be patent that two conditions — aside, of course, 
from the limits which the mode of production at any given time places 
upon the substitutability of labor for capital and vice versa— determine 
the combination tliat will result in lowest production costs : (a) the relative 
physical efficiency of labor and of capital, and (li) the prices at which 
labor and capital can be obtained. To tlic extent that greater physical 
efficiency (and its concomitant, other things being equal, of lower produc- 
tion costs) results from the use of labor rather than of capital, the labor 
factor tends to be increased; when greater physical efficiency results from 
using relatively more capital and less labor, the combination tends to be 
changed in the opposite manner. The necessity of paying a high price 
for cither factor may, however, offset the technical advantages inherent 
in using more of it, relative to the other factor, and dictate that more of 
the cheaper factor be employed. At a low rate of wages and a high rate 
of interest, establishments tend to employ more labor and less capital, 
while a high rate of wages and a low rate of interest — unless the capital 
utilization advantage is offset by increased plant efficiency, increased 
labor efficiency, concentration of production in more efficient establish- 
ments, or other dynamic possibilities — encourages the substitution of 
capital for labor. The proportions in which it is most profitable to com- 
bine the labor and capital factors of course differs among different indus- 
tries, according to technical conditions of production; but in industry as 
a whole, at any given time, a certain most profitable proportion pre- 
sumably obtains. Should the price of labor rise (for any one of a 
number of reasons, such as group economic pressure, curtailment of the 
labor supply through immigration restriction, or something else), the 
funds expended for labor will yield less than before, and a change in 
the proportions may be expected. 



A SURVEY OE WAGE THEORY 


181 


Some Implications of the Marginal-productivity Analysis.— Three 
important implications of the marginal-productivity analysis should 
have been suggested by the immediately preceding paragraphs: (a) 
that the theory is an explanation of wage rates in relation to the volume 
of employment; (6) that the forces affecting the supply of labor — i.e., 
the number of units forthcoming at any given price or at all conceivable 
prices — are of prime significance; and (c) tliat the productivity 6f labor, 
and therefore the wages it tends to receive, are dependent in part upon the 
paucity or plethora of the factors of production with which it cooperates. 
It is convenient to consider these implications in the order in which they 
have been enumerated. 

Since the value contributed by each unit of a factor diminishes as the 
number of units of that factor is increased, the others remaining constant, 
employers — on the assumption that demand curves tend to correspond to 
productivity curves — ^generally stand ready to purchase more labor or 
capital if it can be obtained at a lower price, and to purchase fewer units 
at a higher price. Cannot the employer afford to pay higher wages? 
The answer to the question as phrased is generally in the affirmative, and 
at the same time the question as phrased is virtually meaningless. The 
employer generally can and will hire some labor of a given grade at a 
wage rate higher than that being paid; but if the existent wages approxi- 
mate the marginal value productivity of labor, he cannot maintain the 
same volume of labor at a higher price per labor unit, unless — again a 
qualification of supreme importance — dynamic changes bring about an 
increase in the marginal productivity of labor. The theoretical effect 
of the necessity, however brought about, of paying higher wages (again 
upon the assumption that wages already paid approximate the marginal 
productivity of labor and with the analysis confined to static conditions) 
would be a curtailment of employment exactly sufficient to raise the 
mar ginal productivity of labor to correspondence with the wage rate. 
Cannot the employer hire more labor? Once more the answer to the 
question as phrased is generally in the affirmative, and once more the 
question as phrased is virtually meaningless. The employer who is 
already paying wages equal to, or almost equal to, the value produced 
by the wiarginal unit of labor generally can hire some more labor; but, 
since the productivity of each unit becomes less as more units are utilized, 
it pays him to hire more labor only if he can obtain it at a sufficient 
reduction in unit price to offset the diminished productivity per unit. 
A question of prime importance in connection with any attempt at control 
of wages, therefore, is that of the elasticity of demand for labor. If 
demand is extremely elastic, a small reduction in wages may be expected 
to increase greatly the volume of employment and a small increase in 
wages to decrease greatly the volume of employment; if demand is very 
inelastic, a considerable stepping up or lowering of wages will have 
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relatively less effect upon the volume of employment. For industry as a 
whole, it is likely that the demand for labor is normally at least moder- 
ately elastic;^ and this fact is of profound significance in a critical evalua- 
tion of all public and group attempts to control the distribution of 
income through establishment of wage minima. 

The second of the above-mentioned implications of the marginal- 
productivity analysis should be apparent from what has been said : that in 
the mutual relationship between the productivity and the supply curves 
of the several factors of production is to be found the explanation of why 
they have been combined in the proportions in which they have been, 
and of their rates of return. Since employers tend to increase a factor 
until the return from each unit is just equal to the expense of getting the 
last unit employed, the supply ftmerion ia of vital importance in deter- 
mining the marginal productivity and (according to the assumptions 
of the theory) the rewards of labor and of capital. Together with the 
rate of diminishing productivity and the curve of total productivity, it 
determines the amount of a particular factor which is forthcoming and 

^ Paul H. Douglas, m his monurneQUil iaductive, statistical, and quasimathematical 
study, The Theory of Wages, has reacted tbe conclu&on ibat the "normal" elasUdty of 
demand for labor ia manufacturing is between —8.0 and — 4.0— i.c., a reduction of 1 per 
cent in wages normally increases by betweenS and 4 per cent tbe amount of labor employers 
are ready to buy, and an increase in wages of 1 per cent brings about tbe same percentage 
reduction in number of labor units utilued. Professor Rgou {The Theory of Unemployment, 
p. 97), working independently and nsing riilefiy deductive methods, has reached virtually 
the same conclusion. It probably goes without saying that these are estimates only of 
elasticity of demand for labor in mamdacturing enterprise as a whole. Tbe fiexibility or 
elaaUdty varies tremendously among diferent lines of economic activity, and also among 
different enterprises within a given line of economic activify. Also, elostidty of demand 
for labor undoubtedly varies greatly from time to time, in accordance with buriness 
conations. At a time lib, say, the first half of 1983, demand for labor in industry as a 
whole may be extremely inelasUc. Mmiy business firms at that time bad reduced their 
workbg forces to bare skeletons of the usual force, and these few had to be kept unless tbe 
busutesses were to cease operation entirdy. It U likely that under such circumstances, 
inoeases or decreases in wage rates would not greatly diminish or increase employment, 
except in so far as increases in labor costs put some firms out of buriness. A theoretical 
case can be made for the NRA, with its policy of higher rates of pay, as a short-rime 
pump-priming effort, made under unusual drcumstances. Under ordinary circumstances, 
to be sure, tbe attempt to revive business by saddling it with higher costs might appear to 
be sheer economic madness. But un^kr the most extraordinary riicumstances of the 
spring of 1933, when recuperative forces such as opportuniries for investment and con- 
sequent revival of the capital goods industries were virtually nonexistent, and when 
demand curves for labor probably were much more inelasric than th^ normally are, there 
was at least a chance that the immediate effect of tbe higher rates of pay might be beneficial 
rather than detrimental— that the beneficial effect of increased consumer purcharing power 
might temporarily win in the race with Ute retarding effect of high» costs of producrioB> 
Probably, as is suggested in Chap. VI, the wage theory of tbe NBA never was put to a rea 
test, but the relevance of the peculiar circumstances, and espemally of the inelastidty o 
demand for labor at that rime, should be takes into account in an attempt to evaluate th 
experiment. 
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hence its marpnal productivity.* The determinants of the supply of 
labor and the shape of the supply curve— i.e,, whether the amount of 
labor forthcoming tends to be greater at a low price, a medium price, or a 
high price— are therefore of prime importance in the explanation of wages 
and interest. 

It is, unfortunately, impossible to speak with comforting certainty 
about the short-run supply of labor,* but a few fairly well established 
presumptions may be stated. It is probable that the labor-supply curve 
for any pven industry or occupation is similar to the majority of supply 
curves— t.e., it reveals a positive rather than a negative inclination, 
more units being forthcoming at a hi^ price than at a low one. For 
industry as a whole, however, it is exceedingly doubtful whether more 
people are willing to work (or the same people to work longer hours or 
with greater intensity) at a high wage level than at a low one; and there 
is, indeed, rather impressive evidence that the total short-run labor- 
supply curve is negatively inclined. It is a reasonable assumption that 
an exceedingly low wage level would encourage some people to become 
objects of public charity, independent businessmen, criminals, etc., 
rather than to sell their services for meager remuneration, and that higher 
wages would induce them to work for hire. It is likely, however, that 
the positive inclination does not continue indefinitely. At a wage barely 
sufficient to maintain the workers and their families, they are under 
pressure to sell as many labor units as possible; no working time except 
the unavoidable minimum can be lost, children must enter industry at 
an early age, wives must find jobs to supplement the family income, and 
workers must continue their gainful pursuits until old age puts them 
in the class of industrial incompetents. Higher wages, while inducing 
some children to enter industry earlier, some wives to work outside the 
home, and some men to postpone retiring, also have the opposite effect; 

* It may be remarked ia passiog that tbe earlier productivity tbeorists in a sense merely 
took the supply of each factor of production for granted, and based their analysis upon the 
productivity and demand side. In this respect, they left the theory of distribution in much 
the same state in which the Austrian economists left tbe theory of value. Neoclassicists, 
such as Alfred Marshall and T. N. Carver, rdearly recognised the mutually interacting 
eSects of productivity and the cost of supply, and pointed out that the return of each unit 
of a factor of production depends upon tbe intersection of the productivity and thesupply 
curves; and more recently economists like Paul H. Douglas have attempted to determine by 
inductive methods the prohable slope of labor-supply curves. 

*The analysis at this point may be conSned to tbe sbort-run supply of labor, which 
depends upon the number of workers willing and able to work, the number of their bouts, 
and the intensity with which they labor. Innumerable social and economic factors of 
course enter into determination of the number rrilling and able to work and the intensity 
of their efiorts; reserve funds which make possible tbe going without employment for a 
period of time, the alternative of becoming independent businessmen, the alternative of 
young persons of working or continuing in school, prevailing mores as to the employment 
of women, legislative enactments, and others. 
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the family is not under pressure to sell so many labor units, men may 
save and retire earlier, children may be kept in school longer, and wives 
are not under economic compulsion to £nd work outside the home. It is 
far from unlikely that the net effect of a very high wage level is to reduce 
slightly the number of labor units forthcoming. If this is true, the 
short-run labor-supply curve for industry as a whole is negatively 
inclined. 

This a 'prion conclusion is supported by a certain amount of statistical 
evidence. Professor Douglas, as a result of his studies of the relationship 
between hourly earnings, on the one hand, and standard hours and 
the proportion of the population gainfully occupied, on the other, has 
concluded that the “normal” elasticity of the short-run supply of labor is 
between —0.24! and —0.83.^ In other words, an increase of 1 per cent in 

^ Cy. Paul H. Douglas, Tht Thtary of ^ages, pp. 209-814, and Erika H. Sclioenberg 
and Paul H. Douglas, “Studies in the Supply Curve of Labor: The Relation in 1929 between 
Average Earnings in American Cities and the Proportions Seeking Employment,” Journal 
of Political Economy, voL 45 (February, 199?^, pp, 45-^0. The methods of estimating 
elasticity of supply should be e^lained in a little detail. As a 6rst approximation, Professor 
Douglas worked out, in his earlier study, coefficients of correlation between average money 
eamings in American manufacturing and the proportions of persons employed, finding on 
the whole a decided negative relationship between relative money and the pro- 

portion who sought employment, a relationship particularly marked in the case of the young, 
women in the central age group, and older workers. Refining the figures to allow for 
changes in the cost of living r^ed the coefficients appreciably, and led to the condusion 
that, so far as the proportion of gmnfully employed is concerned, the elasticity of the short- 
run supply curve lies between —0.18 and —0.16. The second main variable studied was 
the number of hours worked per week. Five methods of ascertaining the quantitative 
relationship between hourly earnings and number of hours worked were used: (1) a study 
of the relationship between absolute earnings per hour in various industries at any one time 
and average absolute hours per week in these industries, with each industry serving as a 
unit of observation; (2) a study of the relative movement of hourly earnings and of hours 
per week for a pven year in the various industries in terms of the averages for the previous 
year as a base; (3) a study of the time series of real hourly eamlpgs and standard hours of 
work for individual industries and groups of industries in terms of both the data as they 
stood and link relatives, \rilh each year saving as an observation; (4) a study of the rela- 
tionship within a pven industry at any one time between the absolute earnings per hour 
and the absolute length of the working week (or various geographical sections; and (5) a 
study of the relationship between actual earnings per hour and actual hours per day, both 
industries and states being used as units of observation. The conclusion reached from all 
these methods was that the elasticity of supply of standard hours la in all probability some- 
where between —0.1 and —0.2, and that therefore an increase of 1 per cent in hourly 
eamings would tend (other things remaining the same) to cause a decrease of from 0.1 to 
0.2 per cent in the hours normally worked. Considering the larger percentage (*"0.2) 
as the most probable elasticity of the standard hours in respect to hourly eamings and —0.16 
as the most probable elasUrity of the ptopoitions employed to changes in real earnings, 
Professor Douglas concluded that the maximum elastidty of short-run supply is —0.83 and 
that the probable minimum is —0,24. The second of the above-mentioned studies set 
forth the results of an investigation of the relationship between proportions employed and 
wages in 1829, and showed substantially the same results for that part of the labor supply 
as bad been revealed by study of the 1916 data. 
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hourly wages apparently causes a decrease of from to of I per cent 
in the quantity of labor supplied. Phrased in still slightly different- 
terms, the workers apparently divide increases in hourly rates into two 
parts, devoting approximately two-thirds or three-quarters of the gain 
to a higher material standard of life and approximately one-third or 
one-fourth to leisure tor themselves and their families. 

The conclusion that as a short-run matter fewqr labor units are 
forthcoming at a high price than at a lower one is of profound significance 
so far as the possibility of an increase in labor incomes through bargaining 
is concerned. At any given time the supplies of land and capital are 
relatively fixed, an increase in their rate of remuneration neither increas- 
ing nor decreasing the quantities forthcoming.’ Should the workers be 
able, therefore, by better bargaining and a consequent shifting of their 
supply curve to the left («., by creating a situation where fewer units 
would be forthcoming at each price oi^-the same thing— a higher price 
would have to be paid for the number formerly forthcoming) to exact 
higher wages at the expense of interest and rent, the quantities of land 
and capital available for business enterprise would not immediately 
diminish. Almost the same amounts would, indeed, probably be forth- 
coming for some time, With the supply curve of labor negatively 
inclined, however, the higher wage exacted in consequence of better 
bargaining would cause a contraction in the amount of labor forthcoming, 
and hence a rise in labor’s marginal productivity, 

One other characteristic of the labor-supply curve is of comfort to 
those wedded to a bargain theoiy of wages ; the fact that the entire supply 
curve at any given time is a result of the wage level which actually 
obtains. While logical consistency demands that the supply curve, like 
the demand curve, be thought of in terms of an instant of time situation, 
it is likely that in fact the short-run negative inclination just discussed— 
the tendency of workers in general to prefer some additional leisure after 
they have attained a given standard of living— works itself out only after 
a period of adjustment to new wage levels, and it is not’improbable that 
for airerndy short ysMs the total labor-supply curve is positively 
inclined. Also, as has already been said, the labor-supply curve for any 

* Almost every type of supply curve of capital las been postulated by various econo- 
mists. Some have held that tbe supply of cajntal is saved under conditions of constant 
ast and that the supply curve is parallel to tbe base (or quantities supplied) line; Professor 
Gustav Caasel has conduded that tbe supply curve of tnpilal has a high positive elasticity 
up to 3 per cent and is thereafter relativdy indastic; others have held that tbe supply of 
capital is almoat absoluteiy independent of tbe rate of interest and hence is almost com- 
pletely inelastic. There is, however, general recognition that the supply of capital at any 
one moment is almost absolutely Ssed, and that annual changes in its quantity are but 
rdatively slight. It is this fact that is of prime significance so far as tbe possibility of 
increasing labor’s lemuneration through bargaining at the espense of the capital or land 


returns is concerned. 
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industiy or occupation is probably similar to other supply curves, 
revealing a positive inclination. Workers in a given industry or occupa- 
tion, or workers in general for extremely short periods, may be attracted 
by a higher wage. The magnitude of this attractiveness depends, how- 
ever, upon the standard of living to which they have been accustomed, 
and it is in this fact that one of the possibilities of increasing wages 
through bargaining strength is to be found. Phrased in terms of a 
concrete illustration: The number of men willing to work for a given wage, 
say $5 a day, may be assumed to be 1,000 when the existing wage level 
is $4 a day, but it would undoubtedly be greater than 1,000 if the existing 
wage level were, say, $3 a day. This is merely to say that a wage of $5 a 
day would seem more attractive to men accustomed to $3 a day than it 
would to men accustomed to $4 a day. Conversely, fewer workers 
probably can be induced to work at low wages after the wage level 
has been high tlian after it has been at some intermediate point. The 
relevance of these facts to the possibility of successful exercise of bargain- 
ing power is not difficult to understand. If a wage higher than the 
equilibrium price already established is obtained through bargaining 
strength, the number of labor units immediately forthcoming will exceed 
the number employers stand ready to purchase at the new, and higher, 
price, because the supply of labor is still under the influence of the old, 
and lower, wage rate. If the workers through their organization or by 
other means can maintain discipline and prevent the unemployed from 
undercutting the rate, however, a new supply schedule, with the wage 
attained by bargaining strength becoming the new equilibrium price, may 
result from the higher standard of living.* There arc, in fact, ns many 
possible supplies of labor at a given price, say §5, os there arc possible 
prices of labor.* 

* An eiccllcnt aummiiry discussion of this dinrnctcristic of the labor-supply curve is to 
be found in S. H. Slichtcc's Modem Economic Society, pp. C2$-€20, and a longer discussion 
in Maurice Dobb’s Wages, pp. 04-108. 

* Professor SHchter, in his Modem Economic Sociefy (Henry Holt and Compnnyt New 
York, 1031), p. 627, has given Ihc following hj-potbetlc^il illustration of the fact that the 
dependence of the supply of labor upon the wogc nctunlly cstnblisbcd opens the door to 
determination of wages by bargaining; 
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The amount of labor foitbcoming at each of the posrible wages, it will be noted, is less 
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The third of the implications of the marginal-productivity analysis 
mentioned earlier— that the productivity of labor, and therefore the 
wages it tends to receive, are dependent in part upon the paucity or 
' plethora of the factors of production with which it cooperates— may be 
discussed very briefly. Indeed, the product yielded by labor probably 
depends more on the amount and quality of machinery used, on the state 
of natural resources, and on the effidency of industrid organization than 
it does upon the worker’s own skill and effort. In spite of all the short- 
run derangements caused by the increase in the capital factor relative to 
labor, and all the human tragedies these derangements have entailed, the 
classical position that a relative plethora of capital endows labor with 
more importance to the employer than it would otherwise have, and 
therefore increases the amount he will pay for labor if he must, flnds 
substantiation in economic history as well as in economic theory, One 
of the most marked tendencies in industry during the last century and a 
.half, as almost everyone is aware, has been the mcrease in the capital 
factor relative to labor; and it is chiefly to this fact that the rise in laWs 
marginal productivity and real earnings has been due. The fact that 
the general wage, level in the United States has been higher than it has 
■been in other countries b in large part a consequence of the fact that labor 
has cooperated with a larger quantity of the other factors of production— 
especially natural resources— and has therefore been relatively more 
valuable as a productive agent. Nor b it difficult to see the causal 
relationship between the productivity of one factor of production and 
the abundance (or scarcity) of others with which it cooperates. Merely 
because production is a cooperative function, the yield of any factor 


when the actual wage is $7 than when it is $6, because each of the wage rates above t! is 
less attractive, and each of the wage rates under $7 more unattractive, to workers aiready 
earning $7 than it is to workers who are earning $6. Also, it will be noted that two equi- 
libriuin wage rates ate possible— $8 or $7, We may assume that the initial wage is $6. 
Suppose organised workers, through strikes or other pressure, are able to force it up to $7. 
Immediately the supply would esceed the demand by 100,000, becauseas long as the supply 
was under the influence of the flC rate, 1,100,000 men would be willing to work at <7. D 
the organised workers were able to preserve their unity and prevent the unemployed from 
underbidding, however, the number of job seekers would be reduced in consequence of the 
new wage level Concretely, children would remain m school longer, women would not 
have to take employment outside the home to as great an ertent, men would retire earlier, 
etc, and the supply at 07 would fall to 1,000,800 end equilibrium again be established. It 
should be noted, however, that 80,000 fewer workers would be employed at P than at $0, 
that the output of industry would therefore (other things remaining the same] be somewhat 
less, and prices somewhat higher. The purchasing power of the 17 wage probably would 
not be one-sixth greater than that of the 00 wage— although, of course, curtailment of out- 
put of the goods the workers aflfected aided in making might influence only indirectly and 
slightly the price of the goods they purchase. Moreover, it should be noted that the 
immediate effect of the union’s success in raising the wage from $6 to $7 would be to create 
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depends upon how much help it receives from the others; and the amount 
of help labor receives from capital is patently greater (assuming no 
deterioration in the qualitative aspect of capital) when the supply of 
capital is large than when it is small. Each unit of labor is worth more 
to the employer because of its greater yield or productivity, and he will 
therefore pay more for it if, by competition, public authority, collective 
strength of the workers, or other means, he is forced to do so.‘ An 
increase in the capital factor, even though immediately causing dis- 
placement of workers with consequent underbidding and a temporary 
undermining of the wage structure,* may be expected to have ns its long- 
run and sum-total effect a strengthening of the demand for labor and 
therefore an increase in labor’s reward.* 

‘ TLe theoretical effect of an increase in the capital factor relative to the lahor factor 
upon the productlvitj’ of— and therefore the demand for — labor may be presented in terras 
of a simple arithmetic illustration. Let us assume that the prices at which labor and capital 
are available have led industry to use labor and capital in the ratio of one man, or one labor 
unit of given skill, intensity, and time duration, to cvciy $S,D0D of capital, and that the 
wage for labor is $4 a day and the return upon capital B per cent per annum. We may 
assume that the number of workers (or labor units) being employed is 1,000, and that total 
capital investment is $5,000,000. We may now assume that the supply of capital increases 
by SO per cent— that is, tliat SO per cent more capital is forthcoming at the same price 
(5 per cent) and there is a corresponding increase in the quantities forthcoming at other 
prices, With labor at $4 a day and capital at i per cent per annum, the most advantageous 
combination was that of one laborer for every $5,000 of capital; but with $0,000,000 capital 
available at the same price (or n SO per cent increase), more men are needed to maintain the 
most economical ratio between labor and capital— l.SOO instead of 1,000, or SO per cent 
more. Formerly it paid tlie employer to offer $4 a day in order to obbiin 1,000 men, or 
1,000 labor units, but now it pays him to offer $4 a day for 1,S00 men, and there is a corre- 
sponding increase in the number of men or'Iabor units he is willing to take at other prices. 
The increase in demand hence raises the point at which demand and supply reach equi- 
librium, and thus raises the general wage level. For more detailed development of tius 
point, cf. S, H. Slichter, op. oil., pp. 01S~01<i. 

* The cumulative effect of immediate displacement and spread of the contagion to other 
industries through the drying up of purchasing power may, of course, be considerable; 
also, an increase in the capital factor in any one industry, consequent, say, upon the 
improvement in the form of capital goods through invention, may be great enough to 
reduce absolutely as well as relatively labor’s return. 

3 The effect of inventions upon the wages of labor should perhaps be probed a little more 
deeply. It seems patent that if the immediate effect of invention is to cheapen the cost 
of machines or to increase their field of use, it will be more profitable than before for entre- 
preneurs to invest in machines. The previous proportions in which they have distributed 
capital as between fixed equipment, on the one hand, nnd the purchase of labor, on the 
other, will therefore be altered, a larger part of thar capital funds being invested in fixed 
capital and a smaller part being used for the employment of labor. It was this fact that 
led Karl Marx to conclude that the demand for labor did not increase proportionately with 
the accumulation of capital, hnt that it (t.e., ’‘variable capital " available for the purclinse of 
labor, the "wages-fund” of the English classicists) tended relatively to fall. Whether the 
amount going as wages will decrease absolutely as well as relatively depends on the circum- 
stances of the particular case, and as a long-run matter inventions (an improvement in the 
qualitative character of fixed capital) mean that labor is employed under more advantageous 
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Marginal Productivity and Wage Differentials.— One simplification 
in all the preceding analysis needs be mentioned before we turn to an 
examination of the reality of the assumptions underlying the marpnal- 
produciivity theory. For facility in illustration, labor and capital have 
been treated as though they were composed of homogeneous and mutually 
interchangeable units. In fact, as everyone knows, they are not homo- 
geneous, and in practice it is not posable completely to interchange one 
unit for another. Both innate differences among laborers and social and 
economic stratification which impede the free movement of labor operate 
against perfect interchangeability, while the widely different forms in 
which capital is embodied have the same effect.* Recognition of these 
realistic facts does not, however, invalidate the analysis. All the pro- 
ductivity theory postulates is that homogeneous and interchangeable 
units of labor and capital, having tire same productivity, will tend to 
receive the same reward; units having different productivities will tend 
to receive different rewards. As a matter of logical procedure we might 
apply the principles of marginal productivity to each of the numerous 
subgroups of labor and capital, or— what comes to the same thing— we 
might explain the basic returns to the factors according to the principles 
of marginal productivity and then explain differences in wages, interest, 
and rent* in terms of such realistic forces as lack of mobility, differences 
in risk, and differences in innate quality.® By either of these methods, 


drcumstancei and that a lowering of real costs of productiim results. For a good brief 
discussion of the effect of inventions upon -rages, sec Maurice Dobb, Waga, pp. 90-92. 

‘ Capital is, however, as Professor Douglas has observed [Thi Thiay IFojcs, p. 84), 
ptobablj the most interchangeable of the factors of production. While the forms in which 
it is embodied differ widely, there is a constant tendency through depreciation, replacement, 
and fresh investment to bring the various forms of capital up toacommonlevdofeffective- 
ness. The case of land presents a somewhat different problem. Here there nre not social 
barriers in the way of transfer and e.vchaage, but there are differences in fertility and loca- 
tion. Nevertheless, urban laud at least can within rather wide limits be shifted from one 
use to another. 

s In the case of renl on the assnmption that a bifurcation of the Ricardian rent doctrine 
and productivity prindples affords a more adequate explanation of the return to land than 
does the pure tra^tioual differential theory. 

® Paul H. Douglas, in the Preface to his ISe Theory o/ Wagu, discusses in some detail 
the criticism that Uck of homogeneity and lad of transferability between different sections 
of each factor make impossible his attempt to ffnd an explanation of the general rate of 
wages, interest, and rent. The suggestion that instead of attemptmg to explain the general 
rate of wages for labor as a whole he should have approached through the method of 
attempting to determine rates tor an indeSnite series of labor groups, and should have 
proceeded similarly in the cases of capital and land. Professor Douglas found to be a 
“nonoperational concept” for three reasons: (1) Capital funds are sufficiently fluid and 
ultimately sufficiently homogeneous to prevent great differences in true yields from 
culminating; instead, they operate toward rather than away from uniformity. Urban 
laud can he shifted from one use to another fairly readily, and this is true to a certain 
extent also of agricultural land. (2) The most effective way of building up the theory of 
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differences in labor remuneration among different occupations or employ- 
ments and differenees in labor remuneration within given employments 
ean be explained.* 

Underlying Assumptions of the Productivity Analysis,— But are the 
assumptions upon which the productivity analysis is based sufficiently 
true to economic life to make the theory a workable principle? In all 
of the foregoing exposition certain of these assumptions have been ever- 
present, and it behooves us to examine them briefly before we turn to the 
question of how the facts summarized in the two preceding chapters are 
to be explained. For if the assumptions of the productivity doctrine will 
withstand critical examination, wc already have at least an initial theo- 
rcticfil scaffolding for explanation of these profoundly important economic 
trends; if they cannot withstand critical c.xaminnllon, we shall have to 
look elsewhere for generalized explanation and for real insight into the 
nature of distributive tendencies. 

A caution should, however, be stated at the outset. No one who 
understands the productivity theory claims that it works with mathe- 
matical precision. It predicates a long-run correspondence between 
the productive contribution of the several factors of production and the 
rewards they receive, and this long-run correspondence may work itself 
out only through a series of short-run relationships .apparently almost 
devoid of the correspondence predicated by the theory. Nor does the 
fact that the assumptions may at times seem to be at variance from the 
facts of economic life ncccss.arily mean that the conclusions to be drawn 
from the theory are not worthy of credence. To the extent that the 
assumptions represent real tendencies, they must be taken into account, 
even though their effect may sometimes be negatived by counteracting 
tendencies. Indeed, some of the critics of the doctrine have occasionally 
betrayed an ignorance of the nature of scientific law when, after attacking 
with almost sadistic delight the underlying assumptions of the theory, 
they have proclaimed that all conclusions to be drawn from it must be 

wages and interest, he was convinced, wns from an analysis 6rsl of tlic basic rate and second 
of differentials from tie baac rate. (S) As a practical matter, it is extremely difficult to 
determine any way by wbici the various subgroups of labor, capital, and land could be 
segregated and measured. 

* As examples of some of the many forces tliat may explain differentials: Differences in 
the relative attractiveness of different occupations may result in the presence in some of n 
limited number whose native or acquired aptitudes permit them adequately to perform 
pven tasks, and therefore in the supply curx'e’s being further to the left than in other 
occupations. , "Where special training and long apprenticeship periods are required, the 
number capable of dorag the work is restricted, and the consequence is n higher rate, other 
things remaining the same, than would be the case were the supply not thus restricted. 
TOthin given employments differences in wage rates may be occasioned by differences in 
efficiency which give workers different productivities, or values to the employers. The 
location of plants may mean that workers elsewhere are relatively noncompeting. Place 
and craft immobility are, of course, important. 
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disregarded. The development of hcavier-than-alr airplanes has not 
rendered invalid the law of gravitation, but has merely demonstrated 
that other tendencies may prevent the law of gravitation from working 
out as it would if unhindered; and it is no more in accordance with 
scientific method to say that the tendencies predicated by the produc- 
tivity analysis are not powerful and deserving of recognition because 
they have at times been prevented from working out to their logical 
conclusion than it would be to say that airplane transportation has 
invalidated the law of gravitation. Finally, it may be mentioned that a 
theory is not invalidated because certain ratber simplified assumptions 
are made. It is worth while to see how things work out under rather 
simplified conditions, and then to make allowances for the extent to 
which too much simplification has been made. The economic scientist, 
in making assumptions of this type and then working out by deduction 
his principles, is merely doing what the natural scientist does m the 
laboratory when he exercises control over physical substances in order 
to see their interaction when uncomplicated by extraneous substances. 
It is more difficult to use this method of control and elimination of the 
extraneous in the social sciences than it is in the natural sciences, but 
at the same time it is true that we can understand long-run forces better 
by seeing how they operate when oar thinking is not cluttered by the 
many details of practical circumstances— detuls that must, of course, 
be taken into account after the long-run tendencies have been surveyed. 
Probably the really valid criticism of the productivity theorists is not 
that their method of simplified assumption has been wrong, but rather 
that, engrossed as they inevitably were in the subtleties of tiieir abstrac- 
tions, they paid insufficient attention to the practical elements of differ- 
ence and change. 

Nevertheless, some of the assumptions Inevitably appear unrealistic, 
upon first glance, when they are placed in juxtaposition to the circum- 
stances of economic relationships and the behavior patterns of men in 
economic life. An inquiry into the more essential of them is, therefore, 
prerequisite to any attempt to generalize as to their validity as a whole. 

The Competitive Assumptions and Their Implications.— The notion 
of “perfect"* competition has, of course, beenimplidt in our adumbration 

* “Perfect" competition is itself a concept teqniring definition. As applied to the market 
for eommodities, we may say that two conditions are requisite lor “perfect" or “pure" (the 
words are here, althonghnot always in the litecatoie, given the samedenotation) competition 
to ohtain; (o) buyers must he indifferent as In the identity of the seller from whom they pin- 
chase so long as the prices of the different sellers are the same, f.e., a lower price is the only 
element leading buyers to prefer one dealer as against another, and (h) the quantity of the 
commodity each seller can offer must constitute such a small proportion of total supply 
that he alone cannot affect price by varying the amount be offers. To quote from Joan 
Sobinson; “ Perfect competition prevails when the demand for the output of each producer 
la perfectly elastic. This entails, first, that the number of sellers is large, so that the output 
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of the productivity analysis in the preceding pages. Employers compete 
actively for the services of workers; the latter, in turn, are engaged in 
active competition for jobs; and finally there is active competition among 
the various productive units in the selling of commodities made by labor 
and the other factors of production to consumers. It will be convenient 
to allude briefly, in the first place, to some of the more obvious and 
apparent conditions inhibiting competition among employers in buying 
labor and among workers in selling their services; and then, in the second 
place, to examine some of the implications, in the determination of the 
price of labor, of imperfection in the market for commodities. 

The assumption that competition among employers for labor (and 
for the other factors of production) will insure a long-run correspondence 
between labor’s productive contribution and labor’s remuneration is, of 
course, fundamental in the whole analysis. In a profit society the 
employer is not likely to pay what he can afford to pay (wages equivalent 
to the marginal productivity of labor) unless he is forced to do so, and 
the force upon which productivity theorists have relied is competition. 
The assumption, in other words, is that if the employer pays the workers 
below what the last worker adds, other employers will offer more and 
hire some of his workers away from him, and that this process will go 
on until the workers are paid their social marginal productivity. The 


of any one seller is a negligibly small proportion of tbc total output of the eommodity, and, 
second, that buyers ere all alike in respect of their choice between rival sellers, so that the 
market is perfect.” (The Economies /uipc^crf Competition, Macmillan & Co., Xondon, 
1933, p. 18). Cf, also Edward Chamberlin, The Theory o/ llonopolistie Competition 
(Harvard University Press, 1935), Chaps. 4 and 5, and the excellent brief discussion in 
Albert L. Meyers, Elmenis o/ Modem Economies (Prentice-Hall, 1937), Chap. 6. It is 
obmous that under perfect competition, as here defined, the demand for the product of the 
individual seller will be perfectly elastic at the prevailing market price. Eor, if an indi- 
vidual seller raises his price ever so little, he will be unable to sell any goods; and on the 
other hand there is no reason lor him to lower his price below that of the market, inasmuch 
as he is able to dispose of the entire amount he offers tor sale at the prevailing market price. 
The foregoing suggests the criteria of "perfect” competition among buyers of labor: that 
tfe supply dOTe of labor (or of the other factors of producUon) to the imfividual buyer be 
perfectly elastic. This is, of course, merely to say that the case of an ordinary competitive 
market, where a buyer can go to an individual seller and buy as much as'be pleases at the 
current^price, buydng nothiug if be offers less than current price and engrossing the whole 
supply if he offers a little more, obtains. It is pointed out above that competition among 
sellOT reqTOs both that the number of sellers be large and that customers have the same 
preference (or indifference) between one firm and its rivals. Sinulnrly, perfect comperition 
among ^ uyers requires that the number of buyers composing the market be large, that a 
change m the amount purchased by any one of them have a negligible effect upon total 
purchases m the market, and that sellers be indifferent us to whom they sell their goods or 
serviM. So long as the supply of a commodity is perfectly elastic to the buyer, the 
marpnal utihty of each amount wfil be equal to iU price (since price is equal to marginal 
w , an^ so ong as tte supply of a factor of production is perfectly elastic to the buyer 
e margin pro activity of each amount will be equal to its price (since again price is 
equal to marginal cost). For Met discusrion, qf. Joan Robinson, op, oil., pp. 215-218. 
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only truthful statement that can be made, so far as the assumption of 
free and eomplete competition among employers for labor is concerned, 
is that in many cases such competition simply does not obtain. Tacit 
or organized combinations among employers to depress wages or to 
prevent their being advanced, sheer inertia in bidding up wages,' tear 
of the disapproval of one’s class, the tendency of smaller corporations 
in some industries to follow the lead of the larger in wage policies, and the 
presence of monopolies are all circumstances preventing the active 
competition that is assumed to guarantee the bidding of wages up to 
equivalence with marginal productivity. Nevertheless, the assumption 
of competition is one that may be classified as primarUy valid, even 
though always— actually or potentially— contending against a strong 
opposing tendency. WTienever a relative shortage of labor develops m a 
particular trade or industry, or when— as during the War years— a 
general shortage develops, the bidding up of wages by employers is one of 
the most easily discerned of tendencies. It may be remarked, also, that 
combinations of employers engaged in different industries do not depress 
wages to as great an c-vlent as do combinations within any given industry, 
and that the market for unsldlled labor, particularly in the larger cities, 

is, therefore, one in which vigorous competition obtains a considerable 
part of the time. 

The productivity theory assumes not only that employers compete 
actively for labor, but that the wage earners are actively engaged in 
competition for work. It is this competition which brings wages down 
to the point of marginal productivity when they temporardy rise above 

it. For it some workers are paid more than their worth— i.6., their 
production of exchange value— others will offer their services for an 

'Tacill; uodetlfiog this ossumptioa of competitioa among employers for labor, it 
vill be noted, is another assumption: that employers know the marginal productivity of 
iabor~i.e., bow much they can pay when maintaining o given volume of employment. 
Thb assumption, also, can be made to appear rather absurd when applied to concrete 
situations. In many cases it is, of course, impossible for employers to determine with 
exactitude precisely what the marginal product fa. The frequent absence of reality in 
this assumption does not, however, invalidate the analysis, tor two reasons: (a) It is 
probable that over a period of time employers do make fairly close approximations of the 
added marginal productivity which will accompany the application of further units of 
labor: and (i) even though judgments of the business world were chronically at variance 
from true marginal product, there are correctives of any bias In estimating marginal 
product With the development of the modern smence of cost accounting, enterprises are 
in a better position than they were during the ruie.of-thumb days to estimate the produc- 
tivity of added units of labor or of capital. Also, there are correctives for both over- 
estimates and underestimates of marginal product- in the former cose the elimination by 
competition of those who habitually overestimate the amount of the mar^ product, and 
in the latter ase the fact that those who do estimate the margin correctly will be able to 
hire the more valuable members of the working force away from those who underestimate, 
and thus force those underestimating either to correct their errors of judgment or to fail 
to obtain any large share of the business. 
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amount less than this higher wage, and the competitive underbidding wdl 
l uring the wage down to correspondence with marginal produrtmty. 
There can be little doubt that on the whole competition among laborers 
for work is keener than is competition among employers for the services 
of laborers, and to the extent that it is keener the workers are m a posi- 
tion of relative disadvantage. But while the assumption that laborers 
compete actively with each other for jobs is primarily valid, there are- 
as in the case of almost all the assumptions underlying the analysis- 
strong opposing tendencies. With the spread of unionism, the sevmty 
of this competition has been reduced. Workers are combmed m laip 
groups which must be taken or left as groups.* To an extent, then, the 

‘The assumption, as phrased, may suggest another: that labor knows its marginal 
productivity. It is, of course, indisputable that the average worker does not possess the 
knowledge of market conditions and of his economic worth to his prospective employer 
that the latter possesses, and therefore stands at a distinct disadvantage in bargaining 
unless there is brisk bidding for his services. The assnmpUon that workas know thM 
mar^ productivity is not, howeva, a necessarj’ part of the producrivity analysis. 
If employas alone knew approximately the actual increments added by labor and were to 
bid against each otha for the services of the workers, the implications of the productivity 
doctrine would be satisfied, even though the workas’ conceptions of their economic worth 
were of the most nebulous characta. , . • 

‘ Here, again, the question of the economic efficacy of unionism — if the productivity 
analyris is accepted as a realisric working prindple— inevitably protrudes itself. If 
workers through the pressure of combined strength are able to secure a wage higher than 
the marginal productivity of those already employed, will not the employer, according to 
the productivity theory, maely be forced to lay off the numba of men the value of whose 
product is less than the new wage paid, and will not these unemployed workers, by offerag 
their servias in the laba market, bring wages back to the pomt of original mapnal 
productivity (with the analysis confined to static conditions, dynamic changes which might 
increase the value productivity of the workas not bang taken into account) ? That such 
a tendency would be operative is beyond quation. The matta should, howeva, be probed 
a little more deeply. Of primary importance so far as the effect upon the wages of my 
gmup 0 / workers is concerned is the quation of whetha the demand for the product is 
, clastic or inelastic. If demand for the product is relatively indasric, even a price rise 
commeTisuraie with the inaease in wages would not cause a proporrional falling off in the 
quantity demanded. In technical terms, the total wage and price area would be greater 
than bdore, the entire group of workers would be enabled to enjoy the increase in wages 
which had resulted, and by providing for the unemployed out of the surplus they would 
be freed from the peril of a reduction in the wage rate which would carry them back to the 
original level. Also, as Alfred Marshall pointed out years ago {Pritmples cf Econmics, 
6th ed., pp. 385-886), the possibilities of raising wages are particularly great in those cases 
of joint production where an appreciable increase m the wages of one trade or industry, such 
as glazing, has only a slight effect upon the price of the joint product itself, such as houseft 
In those industries where demand is relatively elastic, however, the sequence of events is 
to be expected to be considerably different. The total wage and price areas are not 
increased when unions are able to force up the wage rate, the total amount distributed m 
wages wouid be less than before, and there would not be sufficient surplus to subsidize the 
displaced workers and prevent their competitive underbidding. Concretely, in the case 
of rdalively elastic demand, if wages were increased 10 per cent above the marginal 
productivity of those employed, employers would lay off more than 10 per cent of the 
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ultimate conclusions of the productivity theory must be modified. 
Lack of knowledge and immobility on the part of the workers, discussed 
in detail later, are otlier factors preventing free and complete competition 
among wage earners for work. 

Let us turn from conditions in the market for labor to the question 
of the impact upon the material status of labor of imperfection in the 
market for commodities,* As the foregoing analysis has indicated, it is 
to the interest of the employer to use such an amount of each factor of 
production that its marginal cost to him is equal to its net marginal 
productivity to him," for if marginal productivity were greater than the 
marginal cost of labor, he would find it advantageous to increase the 
number of men employed, and if it were less, to diminish the number. 


worken, the toUl Amount distributed io rmges would be less tlian before, nud even though 
those who still luid jobs were to subsidue U»se Uwown out of work, they would not be 
able to pay them ns much ns they would If employed. There is, therefore, ground for 
doubt ns to wlictlicr those u*orkcrs in trades and Industries the demand for whose products 
is relntiv'cly elastic would be nble—ngain in the nbsence of dynamic changes such as 
increased labor efficiency, coucculration of production into the more efficient plants, 
increases in the capital factor, etc.— permanently to enjoy the temporary gains; and it 
must be recalled that for industry as a whole the demand for labor is at least moderately 
eJasUc. The question of whether workers in the Irodcs and Industries characterised by 
relatively inelastic demand will be able permanently to enjoy the gains in excess of marginal 
productinty prior to Utc lime tlic gains were secured should also be probed a little more. 
Patently, the immediate effect of the rise in prie: and in the exchange value of the article 
or articles in question would be a fail in tlic exchange value of other commodities, and con* 
sequently in the marginal productivity diose workers engaged in these otlicr industries. 
Li other words, a disparitj’ between the mai^nal productivity of labor ns a whole and the 
remuneration of labor in tbc unionized industries with nn inelastic demand would ensue, 
end from this circumstance Uicrc would be e.xpccted to result a tendency for workers to 
move toward the latter industries, wlucb would bring wages back to n point where they 
would equal the roar^u of value producUvity which runs through society as a whole. 

^For much of tlie immediately foiiomng analysis, the authors arc indebted to The 
Economics qf Impafect Compclition by Joan Robinson. Mrs. Robinson’s concepts have 
out in ever}’ case been used, but all familiar irith tlmt brilh'aut theoretical treatise will be 
cognizant of the extent io which it prorides a foundation for this brief and simplified 
theoretical treatment. 

^ A reminder of term usages, even though it involves a little repetition, Is in point here 
Marginal phjsical producliviip means Uie increment of output caused by emplojuag an 
addidoDol unit of labor rrith a fixed cxpmidiiuFe of the other factors, and marginal value 
(or marginal productivity for abrt) means the increment of value to total 
output caused by employing an additional unit of labor (or capital}, the value of the other 
factors remainiDg unchanged. In other words, it is marginal physical productivity multi- 
plied by marginal remue (tbc addition to total revenue produced by selling an addirional 
unit of output). It is desirable, also, to keep in mind the disrinction between marginal 
gross pTodwHmip and marginal net pradudivkp. The former is the increment of value 
caused by employing an additional labor (or capital) unit with appropriate addirion io the 
other factors, and the latter the marginal gross productivity caused by employing an addi- 
tional labor unit with appropriate addition to the other factors minus the cost of the other 
factors. 
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Accordingly, “exploitation” of labor in the sense that it is paid less than 
marginal net productivity to the employer can occur only in conse- 
quence of imperfection in the market for labor. There is, however, a type 
of exploitation that is consequent upon imperfection in the market for 
commodities, entirely aside from the question of whether there is perfect 
competition in the buying of labor. When the selling market the 
market for commodities) is perfect, the marginal revenue to the firm — the 
addition to total revenue produced by selling an additional unit of out- 
put— is equal to the price of the commodity, and the marginal productiv- 
ity of labor (or capital) is therefore equal to the value (price) of the 
marginal physical unit. In other words, average revenue— the average 
price per unit at which various quantities of the goods can be sold — and 
marginal revenue are the some under conditions of perfect competition 
in the market for commodities. This of course follows from the fact that 
increases in the output of the individual firm, under the market circum- 
stances here assumed, do not lower price. The amount that each seller 
can offer is such a small part of total supply of the commodity that varia- 
tions do not affect price, and he can dispose of as much as he ean offer at 
the prevailing price. If there is perfect competition in the market for 
labor, workers will be paid their marginal physical product times marginal 
revenue, which coincides with price. 

When, however, the selling market is characterized by imperfect com- 
petition, marpnal revenue will be less than price (or average revenue), 
and since workers are paid— under the assumption of perfect competition 
in the market for labor— their marginal physical product times marginal 
revenue, the ratio of marginal revenue to average revenue, or price, is the 
measure of exploitation attributable to imperfection in the selling 
market. The reason marginal revenue is less than average revenue under 
conditions of imperfect competition, whereas the two arc identical when 
competition is perfect, is not difficult to discover. Under perfect com- 
petition, as has been said, each additional unit the individual producer 
offers brings the same price, total revenue therefore increases by the price 
received for the additional unit, and so long as average revenue remains 
constant with an increasing output marginal revenue and average revenue 
will coincide. But under imperfect competition, the demand for the 
product of the individual producer is not perfectly elastic; additions to 
output lower price (average revenue); and of course this fall in price 
affects all units sold, not merely the final or marginal one. The net 
addition to total revenue produced by selling an additional unit is the 
price received for that unit minus the loss on all previous units due to the 
fact that their price has been forced down by the increase in output. 
Patently, then, marginal revenue is less than average revenue under 
imperfect competition. Average revenue is total revenue divided by the 
number of units; marginal revenue is the net change in total revenue and 



A smm OP WAGE THEORY 


197 


is affected not only by the decline in price per unit but also by the loss 
on previous units Tvben successive ones must be sold at a lower price. 
Each producer may be assumed to regulate his output in such a way that 
the addition to his total revenue from selling an additional unit just 
equals the addition to his costs from selling that unit (since if he sold.one 
unit less, he would lose more of revenue than he saved of cost, and if he 
produced one unit more he would incur more of cost than he gained of 
revenue); and under conditions of imperfect competition production will 
be carried to the point where marginal cost equals marginal revenue fless 
than price), the difference between the two going to the enterprise. The 
demand curve for labor (demand carves and productivity curves bemg 
assumed to correspond because of competition in the buying of labor) 
under imperfect competition in the market for commodities is marginal 
to (t.e., below) the demand curve under perfect competition, since the 
marginal productivity of labor to the individual firm is the marginal 
physical product of labor multiplied by marginal revenue to the firm, and 
marginal revenue to the firm is less than price. Hence exploitation, in 
the sense in which the term is used in this and the immediately preceding 
paragraph, would obtain, even though the wage equaled marginal revenue 
to the firm.' 

The extent to which imperfect competition, or monopoly, m the ms> 
ket for commodities reduces the real earnings of the workers can be stated 
with more particularity. The ratio of marginal revenue to price is the 
measure of the extent to which earnings are reduced by monopoly or 
imperfect competition. This ratio, in turn, depends upon two factors; 

‘ (y. Joan Robinara, op. A, Chap. M, espedallj' pp. m- 280 . We may, tolloraip in 
large part Mri, Robinaon's argamenl, develop in n little more detail the difference between 
marginal revenue and the demand ctnve tM labor under imperiect competition (or under 
monopoly) and under perfect competition. The reasona why in the case of the monopolist 
or of the ffrm producing a considerable fractron of total output there is not the perfect 
elasticity of demand for the product that results in equivalence of marginal revenue and 
price have already been stated. The matter may be illustrated first by comparing elas- 
ticity of demand for the product of each of a large number affirms with elasticity of demand 
for the commodity of the industry ns a whole, and then by referring to the fact that when 


than the demand for the output of any firm within the industry. The reason for the latter 
fact is fairly apparent. A rise in the price charged by any one of the producers would drive 
some of his customers to buy of competitors before it would drive them to give up buying 
the commodity altogether. Tor the industry as a whole, therefore, marginal revenue is 
less than for the firm, whose marginal revenae-if competition is perfect as we have defined 
perfect competition-is equal to price. Now when a competitive industry eomes into the 
hands of a monopolist, “the center of gravity shifts, ns it were, from the firm to tlie indus- 
try, and the demand for labor will be regulated by the marginal gain to the industry as a 
whole instead of being regulated by the marginal gain to the individual firm.” (Joan 
Robinson, ibid, p, fiCO), The demand curve for the product of the monopolist rqiiesents 
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(1) the proportion of control exercised by the firm in question, and (2) 
the elasticity of demand for the product in question. Where the firm 
exercises a large proportion of control, the difference between marginal 
revenue and price wiU be large; where it exercises less control, there will 
be a closer approximation to conditions of perfect competition, with their 
concomitant equivalence of marginal revenue and price. Where demand 
is very elastic, the decline in unit price consequent upon the selling of 
additional units (and therefore the loss to be deducted on all preceding 
units to arrive at marginal revenue) is not great; the less the elasticity 
of demand, the greater will be the degree of exploitation. 

One more fact may be recalled before we turn from the effect upon 
the remuneration of labor of monopoly or imperfect competition in the 
market for commodities to some additional assumptions of the produc- 
tivity analysis. When monopoly prices are higW than competitive 
prices,' the real incomes of all consumers of the monopoly-controlled 
commodities or services are reduced, irrespective of the sources of their 
money incomes. A monopoly restricting output in order to maintain 
a higher price than would obtain under competitive conditions uses less 
of all factors of production than would be used for the production of the 
commodity were the industry competitive; consequently more labor and 
capital must be employed in other industries where their marginal 
productivity is lower than it would be in the industry controlled by the 
monopolist. Not only is there “exploitation” of the labor employed by 
the monopolist, in the sense discussed in the immediately preceding para- 
graphs, but lower wages elsewhere result from the employment of labor 
where its value productivity is lower. 

Other Assumptions of the Productivity Analysis. — ^Discussion of the 
competitive assumptions and their implications has inevitably suggested 


liis average revenue, but his marginal revenue eurve is marginal to his demand eurve. The 
relationship can be illustrated as follows (taken from ibid, p. 6t) 
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Since marginal revenue is less than overage revenue (or price), which represents the demand 
curve (or the product of the monopolist, there is exploitation consequent upon the presence 
of monopoly (or imperfect competition) in the sense that workers are paid marginal physical 
product limes a marginal revenue that is less than price, whereas under perfect competiUon 
they would have been paid marginal physical product times a morpnal revenue that 
equalled price. 

' Of^course, there may he advontages of large-scale production dependent on the fact 
of monopoly, which reduce unit costs to a point below that which would obtain under 
competitipn. and therefore the price that covers cost. If demand for the product is very 
elastic, nei income of the monopolistic enterprise may be increased by selling at a lowprice. 
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certain other assumptions underlying the marginal-productivity analysis. 
Some of these, particularly those relevant to the elasticity of supply of 
labor and the possibilities of employer discrimination, are, indeed, closely 
interwoven with the immediately preceding analysis. They deserve, 
nevertheless, separate consideration. 

1. The assumption that capital and labor are mobile is, of course, 
basic. Occupational and place mobility arc patently essential if labor is 
to be paid in rough accordance with its marginal value productivity, and 
the same is true for capital. Unless labor is able to transfer itself from 
industry to industry and from place to place, the curtailment of supply in 
those industries or places where employers are paying less than marginal 
productivity which is supposed to bring labor remuneration up to its 
“natural” (i.c., marginal value-productivity) level is nonoperative. The 
assumption that employers will substitute one factor for another in 
accordance with the dictates of cost considerations presupposes the 
mobility of the factors enabling him to do this. It is obvious that there 
are serious impediments to the mobility of both labor and capital. 
“Man,” observed Adam Smith in 1776, “is of all sorts of luggage the 
most difficult to be transported.” The attachment of workers to 
localities and their reluctance to change, as well as lack of knowledge as 
to where better-paying Jobs are to be had and financial inability to 
move, are barriers operating against geographical equality in marginal 
productivity. In the United States, especially, where distances between 
jobs have been greater, on the average, than in England or Germany, 
and where until the 1930’s relatively little was done by the government to 
provide movement of men from one locality to another,^ the geographical 
mobility of the workers has sometimes appeared to be fictitious. Even 
more important, perhaps, are the barriers which prevent complete 
occupational mobility: long and costly training periods, virtually exclud- 
ing the children of persons of slender means; restrictive apprenticeship 
rules and the occasional practice of closing union books; lack of the native 
or acquired aptitudes necessary for successful performance in new 
occupations. 

Likewise eapital is anything but completely mobile; it is not a fluid 
thing that can be injected in small, regulated doses into the productive 
apparatus of industry, but consists largely, on the eontrary, of ejqjensive 
producers’ goods, specialized and irrevocably committed to their present 
forms, often occasioning heavy overhead costs. Ignorance and inertia 
on the part of business enterprisers and the ability of monopolies and 
favored enterprises to enjoy earnings larger than the average are addi- 

* The Wngner-Peyser law of 1933, which was enacted following the inexcusably vetoed 
Wagner bill of two years earlier and the unlamented 1931-1932 plan of Secretary Doak, 
now promotes, under tbe grant-in-aid system, the framework of a national system of employ- 
ment exchanges that should increase appreciably the geographical mobility of tbe workers. 
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tional barriers against complete and free industrial and place mobility 
of capital. Nevcrtbeless, the conclusion seems inescapable that, however 
absurd the mobility assumption may appear to be as applied to concrete 
cases, it in general espresses a powerful, and frequently an actually 
operative as well as a potential, force. The assumption is more unrealis- 
tic, undoubtedly, in the case of labor than in that of capital; but he who 
would deny that as a long-run tendency workers do move to an extent, 
in spite of all the barriers and impediments that have been mentioned, 
from place to place’ and from the lower-paid occup.alions to the better- 
paid ones would be closing bis eyes to facts apparent to all who arc 
willing to observe.® Capital on the whole is probably more mobile than 
is labor, and may, indeed, be regarded ns the most liquid of the several 
economic factors. The complicated media of banks, financial institu- 
tions, and stock exchanges make possible its transfer from one industry 
or place to another, in spite of the fact that the forms in which it is 
embodied differ widely, and through depreciation, replacement, and 
fresh investment there is a constant tendency to bring the various forms 
up to a common level of effectiveness.’ 

2. Another assumption— largely hidden but ever present— underlies 
the marginal-productivity analysis: that labor and capital .arc fully 
employed. In neoclassical theory, as contrasted to the dissenting doc- 
trines of Marx and the overproductionisls, unemployment has been 
treated chiefly as evidence of friction in the operation of the economic 
system, not as an ever-present phenomenon. The presence of large 
numbers of unemployed workers was, ipso faelo, evidence that the price 
being paid for labor was in excess of its marginal productivity; reduce 
this price and the unemployed surplus would be lifted off the market. 
In other words, unemployment has been treated in neo-classical theory 
largely as a result of labor’s attempt to secure a wage higher than its 

’ In spite of tlic feet tliot nnlil nthcr recently less nos done in llie United States than 
in otter countries to organise the labor market upon an intelligent basis, it is likely that in 
this, a new countrj’ with relatively abundant resources, where new industries developed 
more rapidly than elsewhere and population was gradually shifting westward, and where 
class and caste traditions operating against geographical mobility', and the entering of new 
lines of work have been relatively unimportant, workers linre moved ns easily as they have 
in other countries. 

’ Moreover, it is not necessary that 100 per cent of the workers in each group have the 
ability to move from place to place or from occupation to occupation in order for the tend- 
ency toward payment in accordance with marginal productivity to work itself out. Ordi- 
narily if a certain marginal fringe — possibly not more than 8 or 10 per cent of tlic entire 
group— manifest n ispositlou to move, the curtailment of supply will be sufGcicnt to raise 
wages to the level of marginal productivity. 

• It should be noted, however, that the fluidity of capital applies only to annual incre- 
ments of new savings and to depreciation funds — not to investments which have already 
crystallized into capital goods. Nevertheless, the assumption that capital is fairly mobile 
is in the main valid. 
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product at the margin, and its function has been regarded as that of a 
mechanism operating to force the workers’ demands down to the point 
where employers would be justified in hiring them. But the modifica- 
tions necessarily introduced into our analysis of distribution by the stark 
fact of chronic unemployment* need to be considered carefully. It 
should be patent that even if competition among employers for the 
services of workers is fairly active, this competition does not become 
effective so long as there is an unemployed reserve of workers of sub- 
stantially equal efficiency — a group whose economic productivity, of 
course, is nil — ^for competitive underbidding and acceptance by the 
workers of wages less than their marginal product are inevitable. Indi- 
vidual workers fortunate enough to hold jobs are likely to be willing to 
work for less than the amount they ordinarily would demand and could 
secure, because of their fear that if they hold out for such a wage, they 
will be discharged and preference in emplojrment be given to those willing 
to accept a lower rate. In order to avoid having no earnings, they may, 
indeed, be willing to reduce their rates to a point even below that which 
those who originally undercut them had offered. Such action, it is true, 
causes the incidence of unemployment to continue to be upon the unem- 
ployed group which had previously offered to work for a lower rate, but 
this group will then tend to reduce its offers still further — and the vicious 
cycle of competitive underbidding goes on and on. One cannot with 
intellectual candor deny that some of the productivity theorists were 
grossly delinquent in their identification of the marpnal productivity 
of labor with the marginal productivity of employed labor, and it would 
be worse than misleading to deny the substantial modifications of a 
simplified productivity analysis dictated by the presence of unemployed 
workers. And what has been said of labor is also true of capital. Proba- 
bly available capital is, in fact, more unemployed a good part of the 
rime riiaTi is labor;* and the unm ediate effect is much the same as in the 
case of labor: an availability of capital at a rate that may seem to have 
little relationship to its productivity. Long-run correctives are, of course, 
operative in the case of both unemployed labor and unemployed capital,® 


'The statistics on the extent, trend, and incidence of unemployment are summarized 
in Chap. I, vol. II. 

'The U. S. Census of Manufactures in 19*1 asked manufacturers to estimate the 
percentage which their actual output constituted of their maximum possible output.” 
Tabulated answers revealed that actual output formed only 61 per cent of what the manu- 
facturers estimated to be maximum output. The depression of 1921 was, of coinre, partly 
responsible for the disparity, but that it was far from being solely responsible is indicated 
by the tact that total employment of labor in manufacturing declined only 2S per cent during 
that depression. A more recent study including data on the percentage of excess capacity 
is the Brookings Institution book, America’s Capaaii!/ to Produce (1934). 

’ In the case of capital, the sequence of probable events should perhaps be traced in 
somewhat greater detail. The presence of idle and unutilized capital naturally creates a 
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but for considerable periods of time the effect of these correctives may he 
negatived by tlic immediate consequences of surplus labor and capital. 

3. Another of tlie implicit assumptions of the productivity theory 
may be discussed very briefly: the assumption that the bargaining powers 
of labor are equal to those of the owners of capital and the entrepreneurs. 
In one sense, this assumption may be regarded as irrelevant. If employ- 
ers were keenly competitive and if all the other assumptions of the 
theory were entirely valid, workers would presumably be paid according 
' to their productive contributions even if (to use a phrase frequently 
employed by those wedded to a bargain theory of wages, wlmtcvcr it may 
mean) “ the bargaining power of Uic individual worker is zero." Phrased 
in slightly different terms, “a world in which workers would have full 
and complete knowledge of market and production processes, where they 
would be completely mobile, where they need not fear unemployment, 
and where their employers were actively competing for labor would 
indeed be a world in which they could bargain on relatively even terms 


desire on the part of employers to otlrncl saflicicnl business to keep il employed, and rate 
wars are likely lo he the immedialc result. If, however, this rate war lakes place in all 
industries or in the vast majorily of industries (ns it theoretically mijlit) at llic same time, 
the result would he a lower money rclurn lo enpilnl, hut— since prices would he fnlling- 
thcre would not necessarily result a lower return in value. Should labor cut its rates to the 
came degree ns capital in order to find employment, the result to he expected would be 
that part of the unemployed labor and part of the unemployed capital would come togctlicr 
and production would bo increased. Consequently, if the cullhronl competition were 
universal and were carried out equally by all. the theory of marginal productivity would still 
be valid, In praetiec, however, such price wots and talc cutting by the factors do not occur 
universally or simultaneously, and when they do not, the correctives operate in a more 
indirect, less apparent, and less perfect nmaner. Suppose one factor (say labor) were lo 
cut its rate and the others did not (or did not to the same degree). The relative return to 
the factors would be altered from the original basis of division in a manner adverse to Uie 
factor which had made the cut. It is dear that the factor which is most hard pressci 
most anxious to secure something on its overhead, and most fearful of complete unemploy- 
ment is likely to be the one to cut iU rate most scvcrclj-, and therefore the one to suffer 
most. The fact that rate cutting docs not become an epidemic of all industries (largely 
because of the praclicc of charging overhead costs of idle equipment to the product actually 
lurMd out) but that it docs become an epidemic in tlic labor market indicates that labor is 
factor likely to be most liard pressed and most fearful of complete unemployment, and 
therefore the one to suffer most. Unequal rate cutting consequent upon idle capital of 
course Ukes place between industries as well ns between factors of production, and the 
same ^ncral principles apply. Those industries which have cut most suffer in comparison 
with the others, the value productmly of the marginal units of labor and capital employed 
in mch industries being lower than that in society as a whole. The long-run adjustment 
to be e^iectrf is, of courre, that consequent upon migration of labor and capital out of 
thrae industries. Some labor in time will move out of the depressed industries, new labor 
Wiu cewe to enter at the former rate, some capital will be allowed to deteriorate and the 
depreciation funds will be invested elsewhere, and new capital svill be slow in entering. As 
a result of these forces, the relative prices of the ptoducU of the depressed industries will 
nse, and with them the value product of labor and capital. 
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with their employers.”^ In view of the lesser mobility and knowledge 
of labor as compared with capital, the fact that unemployment on 
the whole probably reduces its earnings below its marginal productivity 
to a greater extent than the unemployment of capital reduces its reward 
below the marginal productivity of employed capital,® and the fact that 
competition of workers for jobs is more active than competition of 
employers for labor, however, it cannot truthfully be said that our 
economic world is one in which workers and employers bargain on 
relatively equal terms. Still another factor enters into determination 
of relative bargaining strength: the financial reserves of the two parties, 
determining in large part their waiting power during the interim when no 
bargain has been effected. Here the employer is in a position of relative 
bargaining advantage in consequence of the great disparities that obtain 
in the reception of income. Simply because large incomes are in the 
main derived from the ownership of property while smaller incomes are 
in the main secured from labor, the owners of capital are provided with 
far more abundant reserve funds than are the wage earners. 

4. Finally, we may turn to two closely interrelated assumptions: 
that wage rates and the volume of employment, without undue sluggish- 
ness or “stickiness,” adjust themselves to the margin of value produc- 
tivity, and that this adjustment takes place without government or group 
interference— in other words, in a regime of kissezfaire. Both of these 
assumptions, it almost goes without saying, call for substantial modifica- 
tion. Wages are one of the most sluggish sets of prices, influenced by 
tradition, custom, and inertia, and he who loob for any nice mathe- 
matical precision in the short-run adjustment of wage rates to ^ e 
marpnal productivity will look in v^. Large corporations and a^oci^ 
tions, by fixing wages over considerable periods, increase their inflexi- 
bility. Evidence upon the trend of real earnings, and of the workers 
share in the value product of industry, as summarized in the two pre- 
ceding chapters, creates a strong presumption that especially between 
about 1922 and the beginning of the depression of the 1930 s wages 
lagged behind the productivity imputable to labor.® Likewise, the 


»P. H. Douglas, The Theory of Wagee, p. 71. _ i 

»This statement is not inwnsistent with the already mentioned 
proporUon of capital than of labor appears to be cbromcally unemployed. may 

obtmn, and yet owing to greater mobility and bargainmg power, unemployment may bay 
less influence in bringing the factor’s return below its margina pro ue n y. 

> Supra, pp. 16M60 and 171-174. ItwiU be remembered that 
produeuVper worker ineiuased far more rapidly than did 
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assumption of noninterference lins become increasingly unrealistic 
as the years have gone on. The development of unionism has subjected 
wage determination to group pressure, and governments in nearly all 
the industrialized countries have undertaken in the last forty years to 
interfere at least to the extent of establishment by coercive action of 
the state of certain inininia. Also, the productivity of workers — and 
therefore the amount the employer can afford to pay them — is likely to 
increase after they have been on the payroll for a period of time, owing 
to the efficiency that comes with practice, or to an increase in the exchange 
value of the products they arc making; but wage rates do not adjust 
themselves immediately. Indeed, the lag of wage rates behind increased 
productivity may be a factor preventing the employer from hiring more 
workers, since if the new workers had to be hired at a rale somcwhiit more 
nearly approximating their productivity, the wages of those already on 
the force would also have to be raised.' 

But the modifications of Uicsc assumptions demanded by realistic 
facts do not dictate that tlic entire productivity analysis be disregarded. 
No one possessing more than a superficial insight into distributive tend- 
encies contends that wage rales over short periods adjust themselves 
to the marginal value productivity of labor in a perfect fashion. All 
that the theory predicates is a tendency toward long-run correspondence. 
Over short periods, ns a matter of fact, the adjustments typically take 
place through increases or decreases in the volume of employment, 
rather than through changes in rates. The increasing interference of 
government in the terms of the wage contract, the development of 
collective bargaining, and to an extent the growing practice of sub- 
mitting wage disputes to arbitration' all necessitate modifications of 

' It is in this fact that one of the justilicnlions of trade unionism is to be found. Tbe 
union, by forcins wages up more nearly to n correspondence wilii tbe increased value of 
labor to the employer, may increase the lota] volume of employment instead of decreasing 
it. To illustrate; Suppose that (owing to the cOidcncy consequent upon practice or price 
changes increasing the exchange value of the product) the worth to the employer of workers 
on the payroll hos incroased 15 per cent, but that wage rates, n sluggish price, have romnined 
the same. The employer is prollting by the diifcrcnlinl between marginal productivity 
and wage rates. If there is competition for labor in the industry, he may be reluctant to 
hire more workers, for they would have to be paid n wogc more nearly commensurate with 
their worth, and the wages of those workers already members of the force would also have to 
be raised. The 15 per cent excess of value productivity over wages paid to the workers 
already on the payroll may constitute a greater gain than that which would come were the 
employer to hire more workers, increase output, but have to pay nil his employees a wage 
more nearly equal to their value producUvity, Should union pressure succeed in forcing 
wages up somewhat, but not to a point in excess of marginal productinty', with consequent 
reducUon in tlie size of the force, this incentive not to hire more workers would have been 
removed. An excellent discussion of this possibility afforded trade unions by the tendency 
of wage rates not to increase immediately when productivity increases is to be found in 
Sumner H. Slichtcr's iloicm Eamomie Society, pp, 035-040. 

'Probably it is not on inaccurate generalization, however, to say that in a majority 
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the conclusions drawn from the assumption of entirely private enterprise. 
They call, however, only for modification, not for complete abandonment 
of the theoretical scaffolding, for many of the forces of competitive free 
enterprise are powerfully operative, and the fact that other forces are 
also at work does not vitiate an analysis placing chief emphasis upon 
one set of tendencies, but demands only that other tendencies be given 
due consideration and that the results predicated be modified accordingly. 

The conviction as to the acceptability of the marginal-productivity 
analysis as a working principle underlying the foregoing paragraphs 
should have been implied by what has been said. Some of the assump- 
tions are closer approximations to reality than are others; none is com- 
pletely true, and none is completely false.* But to the extent that the 


of arbitration decisions the wage fixed is in rough consonance with the economic strength 
of the two sides and tends to approximate what the two sides would probably have ulti- 
mately arrived at by mutual agreement. Nevertheless, there is generally a certain margin 
within which an arbitral body may fix rates which differ from those which would have been 
established without it. 

‘ Professor Douglas (The Theory of Waga, p. 84) has made the following classificarim, 
according to relative validity, of the assumptions underlying the marginal productivity 
theory: 


I. Largely valid but not wholly so. 

A. Knowledge by businessmen of relative productiveness of labor and capital. 

B, Mobility of capital. 

0. {In the past) Noninterference by the government in terms of the wage contract, 
n. Primarily valid but with a strong opposing tendency 

A. Competition between laborers for work. 

B. Mobility of labor. 

C. Competition between employers for laborers, 
in. Partially true but on the whole not true. 

A. All capital is employed. 

B. All labor is employed. 

C. Laborers know their productivity. 

D. The bargaining powers of labor and capital are equal. ^ 

E. (After passage of the National Industrial Recovery Act.) Noninterference by 

the government in terms of the wage contract. 


Professor Douglas commented upon the extent to which the degree ^of validity in Ae 
assumptions as a whole is favorable or adverse to labor ns follows It mil be sem from the 
above classifleaUon that the assumprions which depart most from reality are those whii* 
ascribe more power to the workers than they actually possess. The Msumptions w 
serve to increase the bargaining power of the employers, such as the mobi i^ o capi an 
the knowledge of relative productiveness are far more valid than are the similar assumptions 
which have been made in the case of labor. Moreover, in the rase of those assumptions 
which are less valid, such as the supposed absence of combination between workers an 
between rapitalkts, and that of full employment of the factors, the rral sitmtion is one 
which still further weakens labor's bargaining power Thus employers combmations are 
today in America stronger on the whole than combinations of wage earners, and the unem- 
ployment of capital, while probably greater in amount than the ^employment d labra, 
leads to less severe competition. It can thus be said that up until the summer of 1938 
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assumptions arc true, the conclusions to be drawn from them are valid. 
We have in the productivity analysis at least an explanation of tend- 
encies striving to work themselves out, sometimes and in certain industrial 
or gcographieal areas more successfully than at other times or in other 
areas, it is true, hut tendencies too important to be ignored. There is no 
good reason why wc should not aecept the conclusion of Professor 
Douglas: "Tlie method of the margin.al productivity school, ns indeed 
of the entire school of orthodox economists, has described a portion of 
rciility. Within the walls of their assumptions they have tried to trace 
the results of a change in this factor or that. This attempt in the field 
of logic has been precisely similar to the cITorts of the physical scicntisls 
in their laboratories to eliminate disturbing elements and variables from 
their experiments and by isolation to secure ‘controlled’ results.”* 

SojIE ExTIiANATIOKS OF THE TkESDS 

Inevitably the question of how the trends summarized in the two 
preceding chapters arc to be explained interwove itself with the quanti- 
tative expression of these trends. It was impossible to present the 
more essential facts concerning the trend of the real earnings of different 
groups of workers, and of labor in general, to compare the trend of real 
earnings with the trend of per capita real income, real income per person 
gainfully employed, physical production per employed person in selected 
industries, and value product per worker in the various industries, and 
to attempt to measure labor’s aggregate share of the national income 
and of the income produced by particular industries over periods of 
years without at least some suggestion of the wfiy of these facts. More 
generalized summary discussion i.s, however, imperative. Why have 
real earnings increased? WTiy has the trend of real earnings borne the 
relationship it has to the increase in tot,al production ? 

1. Our c.xposition of the productivity analysis and of attempts at 
induetive verification of this analysis has already answered in part the 
first of these questions. The dominant cause of the rise in real earnings 
prior to the beginning of the depression of the 1930's was the increase in 
productivity imputable to each worker. It will be rcciilled that Pro- 
fessor Douglas found that between 18D9 and 1922 fixed capital available 
for use by American manufacturing enterprises increased by 331 per cent,* 
the total labor supply by slightly more than GO per cent,* and total 


forces whicl) operated against labor’s receiving its marginnl product were stronger than 
those which tend to prevent enpiln! from securing its margin." 

‘ Ibid., pp. 05-!KI, 

* This index, it will be remembered, is really an index of capital available, not of capital 
actually used, and includes two elements: (o) the physical quantity of machinery’, tools, 
Bod equipment, and (&) factory buildings. 

* The index of labor supply in inanufncturisg wns constructed, it Trill be remembered, 
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production by 140 per cent.* When the data were combined to show 
the relative ratios in which labor and capital were combined in the years 
subsequent to the 1890’s and the relative amounts of labor and of capital 
embodied in a unit of product during each of these years, as compared 
with the base year 1899, it was found that the relative ratio of labor to 
capital in 1922 (1899 = 100) was .37 and the relative ratio of capital to 
labor 2.77, while the relative amount of labor embodied in a unit of 
product in 1922 was 67 and the relative amount of capital 180. In other 
words, product apparently increased much more during these years with 
each given increase in labor than it did with each the same increase in 
capital.® The increased productivity of labor was, of course, chiefly a 
consequence of the greater supply of capital with which it was cooperat- 
ing. The historical facts about increases in the labor and capital factors 
and in total product would lead, on marginal productivity grounds, only 
to an expectation of what has occurred — an increase in labor’s real 
earnings. 

The relationship between the increased productivity of a factor of 
production and the reward it receives should, however, be probed some- 
what more deeply. Perhaps almost all men on the street would grant 
that a causal relationship exists between a rise in labor productivity and 
one in real wages ; but not many of them could trace clearly the process by 
which the former influences the latter. Why, in our system of com- 
petitive or quasicompetitive capitalism, has the increased productivity 
imputable to labor resulted in an increase in its real remuneration? 

For purposes of simplified exposition we may approach the question 
first in terms of value, abstracting the complications introduced by the 
price system, and then, more realistically, discuss the causal sequences in 
terms of the relative movement of money wages and of prices. Let us 
assume, for the moment, that all workers are paid in land rather than 
in the form of a money wage.’ Should average physical productivity per 
worker increase — owing to the fact that each worker was cooperating with 
more capital than formerly, or that qualitative changes in the labor or 
capital factors had taken place — the initial eSect would, of course, be 
that more products would accrue to the employers; but the latter, anxious 


by ascertaining, first, the relative number of wage earners employed in American manu- 
facturing during each of the years following 1899, then revising the relatives to allow for 
clerical workers and man-hour changes because of changes in the length of the working 
week. 

’ Based upon the Day-Thomas index of physical production in manufactures ( The 
Growth of Manufactures,” Census Honograph VIII, 1928). 

’To be exact, Professor Douglas found that product had apparently Increased by 
between % and of 1 per cent with each increase of 1 per cent in the labor factor, and 
between ^ and of 1 per cent with each increase of 1 per cent in the capital factor. 

’ An assumption that really is not far distant from the faet if our economic system is 
viewed as a whole. 
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to incrcMO output in order to secure this profit upon as many units as 
possible, would seek to increase the number of their employees, and the 
means of doing this would be to offer more commodities, or higher real 
wages, for their services.* This competition of employers within indus- 
tries, and possibly even between or among industries, would thus tend to 
increase wages as a result of the increase in productivity per worker.* 
Under the mechanism of money wages and prices the processes are 
somewhat more complicated, but they arc fundamentally the same. 
We may assume, first, the case where the general price level declines as 
output increases. The maintenance of the same lime wage, then, of 
course enables those workers ivho arc paid by the day or the hour to 
purchase more goods than before.* Should employers succeed in reduc- 
ing rates, all the benefit of the advance in output would initially accrue 
to tlicm, but those added profits would in themselves stimulate com- 
petitive bidding for labor on the part of individual employers, with a 
resultant rise in money wages (or at least a less rapid decline than that 
in prices) and therefore in real wages. The basic cause of the com- 
petitive bidding .among cmploj'crs in such a case would, of course, be the 
increase in physical productivity per worker. The forces operating 
under a second assumption we may mak(^— that the price level remains 
constant while producthuty per worker increases — arc in essence the 
same. If money wages were to remain the same, no immediate advance 
in real earnings would take place; but with sales prices the same as 
before and labor costs per unit less, profits would incrc.ase appreciably 
and the familiar sequence of events — a desire to expand on the part of 
businessmen, a consequent bidding up of wage rates, and an attendant 
advance in real earnings — ^would again ensue. Should the general 

* In following tliis simplilicd cxposilion of the process whereby a rise in producLivity 
influences rcnl enriungs, the rclntivc vnlidily of the nssumplions that tlicrc really is aclire 
competition among employers for labor and that no appreciable rcsen’c of equally efficient 
unemployed workers exists, os already discussed, must of course be kept in mind. 

* In particular cases the increase in productivity per worker may be a result of such a 
great increase in the capital factor that the increased productivity will be absorbed by 
added payments to the owners of capital. The productivity theory, it may be recalled once 
more, merely predicates that cjich factor of production will receive (1) the amount of product 
added by any unit of that factor, (2) times the number of units of the factor, and (3) that 
the amounts so allocated must exhaust the total fund of value minus any deductions for 
economic rent. A great increase in the capital factor would be expected to reduce the rela- 
Uve marginal productivity of each unit of capital and to incrc.asc that of each unit of labor, 
but the total amount of capital might be increased so greatly os to reduce absolutely as 
well os relatively labor s share. Hence in individual cases the increased producUvity might 
be absorbed by added payments to the owners of capital, but tliis possibility in individual 
cases docs not invalidate the general analysis. . 

* Workers paid by the piece will initially, under such circumstances, enjoy a twofold 
advantage, since under our assumption they are turning out more pieces, and hence 
receiving greater money wages, and at the same time the purchasing power of the monetary 
nnit has increased. 
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price level rise ■while physical output per worker was iucreasmg, the 
immediate effect probably would be a decline in real earmngs, or a failure 
of real earnings to rise greatly, since wage rates, as we have so often had 
occasion to remark, tend to lag behind increases in living costs. Indeed, 
the periods during which real earnings per employed person have remained 
relatively stable or have advanced only a little, it will be remembered,* 
have been those during which the general price level has been rising. 
Should wages remain constant for any appreciable period of time, how- 
ever, a double gain would be realized by employers : the increased number 
of commodities they would have to sell and the higher price at which 
each would sell. At the same time, labor costs per unit of product, 
until money wages rose, would be less than they formerly had been. 
Again the resultant increase in profits would make employers zealous to 
expand their output, competitive bidding for labor would take place, 
money wages would rise, and— since the workers were turning out 
more units of the product with each selling at a higher price— the rise in 
money wages could continue until it had outstripped the relative increase 
in prices. The causal relationship between an increase in productivity 
per worker and an advance in real earnings is not difficult to understand, 
Nor is the reality of the processes that have just been suggested subject 
to serious question because of the fact that real earnings have apparently 
increased as rapidly in industries where there has been little or no increase 
in productivity as they have in industries experiencmg great advance in 
output per worker. Workers in a given industry, it may be stated again, 
are paid from the value product they and the other factors of production 
produce, not from physical product, and the increase in physical product 
of other industries raises— other things remaining the same— the ex- 
change value of the products of the retarded industries.' 

‘ Supra, pp. 92-88. 

® It mil be remembered that the data on the comparative trends o! real earnings 
(supra, pp. 102-104) showed approiimatdy the same relative gain for building-trades 
workers, down to the late 1920’s, as for those employed by manutacturing enterprises. 
Until late in the 19Z0's, when the automatic hoist, adjustable scaffold, and other devices 
came into extensive use, output per worker in the building trades probably was not greatly 
in excess of what it had been during the immediately prewar period. But the failure ot 
output per worker to advance as much in the building trades os m manufacturing or other 
lines, although real earnings advanced approximately ns much, is not inconsistent mi the 
general explanation that has been given when we remember that physical producUvity in 
industry as a whole has increased and that this increase in physical productivity pre- 
BumaWy imaeased the value productivity ot labor and capital employed in building 
construction. To phrase the matter in terms of a ample illustration: If the output of 
industry in general advances, but the output of industry A remains the same, the products 
of industry A rrill be scarcer in relation to other products, and their exchange value (and 
hence the fund of value out of which the labor and capital employed by industry A arc 
remunerated) will rise— provided, of course, that there has been no decrease during the 
period in question in the demand for the products of industry A. There are, moreover, 
other forces tending to bring about gener^ participation in the gains realized when the 
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2. A second of the causes of the increase in real earnings was sug- 
gested by the facts relative to this trend presented in Chap. 11— the 
decline in the exchange value of farm produets at the farms during the 
1920’s. It will be remembered that prior to 1918 the prices of farm 
products increased considerably more r.ipidly than did other prices, and 
that in spite of a slowing down of this relative trend between 1918 and 
1930, the c.xcliangc ratio of farm products during the latter year was con- 
siderably more favorable to the agriculturalists than it had been during 
the prewar period.* After 1920, however, farm prices declined more 
rapidly than did other prices,* which is to say that the exchange value 
of each unit produced by manufactures and other industries the price 
of whose products had not declined proportionately— and therefore the 
value productivity of tlic labor and capital employed by these other 
industries— became greater. Phrased in slightly different terms, urban 
workers were abfc to purchase more food and other products from the 
farms with an equal quantity of manufacturing and other urban-produeed 
services; the fund of value represented by the same quantity of manu- 
facturing, transportation, and other services was greater; and real 
earnings advanced. On the other hand, the decreased ability of the 
farmers to purchase the products made by their urban brethren was 
probably responsible for some of the unemployment that c.vi5tcd prior 
to the beginning of the depression of the 1939’s. 


output of industry ns a whole, but not of cneb individunl industry, is increasing. Should the 
vniuc ratios of tho products of the retarded industries not increase siilHclcntly to give 
increases in wages commensumte witii tiiosc obtained by the same type of labor clscwlicre, 
laborers in tbe long run wiii tend to move out of the retarded industries and into those lines 
where the increase in output and wages has been greater. The process will lahe time, for as 
has already been pointed out, iahor possesses anything but perfect mobility, and workers 
who have learned a trade in their youth virtunliy have to remain in the industry where they 
can follow that trade after they have passed the meridian of life. But the younger genera- 
tion, at least, will enter other industries. The labor force, and consequently the output, of 
those industries which have not gone forward will therefore decline, and real earnings will 
tend to rise to the general level tor Uic snuic types of labor because of (a) this still further 
decline (or failure to advance relative to the advance in other industries) in output, which 
increases further the value ratio of each unit of product of the retarded industry, and (6) the 
curtailment of supply, raising the marginal productivity of labor in the retarded industry. 
Hence there tends to be an equalization of the value productivity of the last workers in all 
industries and consequently of real wages, 

' Supra, pp. 85-87 and 88-100. 

* Dunng the year following August, 1820, the wholesale prices of form products in the 
cities decreased by approximately onc-half, which meant that the fall in prices at the farms 
was even greater. The decline in the wholesale prices of manufactured goods during this 
period amounted to only about one-thirq, and consequently the decline in the value of 
manufactured services or of value added by manufacture was even less. After 182! the 
disparity between prices of farm products and of other products continued but did not 
increase greatly. 
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S. In the third place, the effect upon real earnings of reduction in 
the net volume of immigration must be taken into account. Net addi- 
tions to our annual population through immigration declined from an 
annual average of 664,000 during the fiscal years 1908-1914 to an average 
of 116,000 during the War and postwar years of 191S-1920, and averaged 
280,491 in 1929-1930. The 1915-1920 average was only 17 per cent, 
and the 1929-1930 average 42 per cent, of the prewar volume. Had the 
1908-1914 average been maintained, there would have been 3,288,000 
more immigrants in the population by 1921 (excluding from consideration 
deaths and births in this immigrant population after entrance into the 
United States) than actually entered the country. Not all of these 
immigrants would have entered industry as workers, but, because of the 
preponderance of males in the active period of life in the immigrant group, 
the proportion entering industry as wage earners would have been 
appreciably greater than among an equal number of the native stock. 
This diminution in the tide of immigration has not only meant that; 
according to the principle of diminishing incremental productivity, 
the last unit of labor has added more to the product than would have 
been the case had more laborers been employed, thus causing wages to 
be higher, but it has also reduced the competition for jobs and therefore 
the amount of competitive underbidding which frequently results in the 
workers accepting wages less than their value productivity. From the 
international viewpoint the morality of the postwar immigration policy 
of the United States may be questioned,* but of its economic effect in 
raising real earnings there can be little question.^ 

4. A fourth factor was discussed in Chap. II, and the allusion to it 
here may be .very brief. To a considerable extent, as we have seen, the 
gain in real earnings between the 1890’s and the beginning of the depres- 
sion was due, not to the fact that more purchasing power was being 
received for the same kinds of work, but rather to the fact that a larger 
percentage of the working population during the latter years of the period 
was employed in the higher-paid occupations. The index of real average 

* The argument from the interaationalist viewpoint is, of course, that our present laws 
bar the haripressed workers of Europe from improving their position by coining to this 
country, where the ratio of natural resources and of capital to labor is greater, and wages 
consequently higher, and perpetuate the depressed condition of those remaining in European 
countries by preventing the lessening of the strain of population as it presses against the 
natural resources and capital of Europe that would result from migration of part of thtir 
populations to America. 

’ The rate of growth of the labor supply has undoubtedly been checked in recent years 
by still another cause: a greeter decrease in the birth rate than in the death rate, with an 
attendant reduction in the rate of net fertility. Our vital statistics for the years prior to 
181 S are too inadequate to justify attempt at quantitative measurement of this factor. 
There can be no question, however, that in the last twenty years the more rapid decline in 
the birth rate tl^ in the death rate has been a factor decreasing the rate of growth of 
the labor supply. 
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annual earnings per employed person (1890-1899 = 100) stood at ISS 
when the various groups of workers were weighted according to the 
number employed each year, but at only 123 when the groups were 
weighted according to their numerical importance in 1890. In other 
words, approximately one-third of the gain enjoyed was the consequence 
of occupational shifting rather than of increased real remuneration 
for the same kinds of work.* It would seem that the aggregate effect 
of labor-saving machinery and of mechanisation was to release a portion 
of the working population from the lower-paid occupations, and to 
increase the proportion of those employed in the higher-paid ones. 

S. Equally brief allusion may be made to a fifth cause: the increase 
in the number of clerical workers. In 1899, according to the Census of 
Manufactures, the ratio of clerical and supervisory workers to manualists 
was approximately 1 to 13, while at the end of tlie 1920’s it was almost 
exactly 2 to 13.® IVith the extension of free public education, more sons 
of the skilled and semiskilled workers, and some sons of unskilled laborere, 
have tended to enter clcrieal rather than manual occupations, and the 
consequent reduction in the rale of growth of the supply of manualists 
has increased their imputed productivity and at the same time prevented 
as rapid a rise in that of clerical workers. Real earnings of the latter 
group, it will be remembered,® increased relatively little between the 
turn of the century and the end of the 1920's, while those of wage carnets 
increased by about one-third. 

0. Finally, we may turn to the question of what, if anything, has been 
the role of trade unionism in the advanec in real earnings. E.xccpt for 
the incidental suggestions already made of the possibilities, when the 
productivity theory is .accepted as a working principle, of increasing real 
earnings through bargaining power, the present chapter docs not concern 
itself with critical cv.aluation of the theory of collective bargaining.^ 
It is relevant at this point, however, to ask whether the evidence available 
creates a presumption that trade unions were influential in bringing about 
the rise in real earnings that occurred prior to the depression. 

^ Professor Douglas, whose index aumbers hove been quoted, has kindly called the 
nttention of the oiithors to n qunlilicatioo that should be made to this imputation of about 
one-third of the gain to occupational sbiftiug. The some cost of living index was used to 
deflate money earnings when the groups were weighted according to the number employed 
cacli year as when the 1800 weights were used, A considerable part of the shifting was, 
however, from rural to urban occupations, and some allowance should therefore be made 
for tile higher cost of living in the cdtics. Such allowance would reduce the "spread” 
between indicated real earnings when occupational shifting is token into account and when 
it is not. The reduction would not be great, however, nnd the fact that a larger percentage 
of the Working population has been employed in later years in the higher-paid occupations 
deserves the mention here given it, 

® Ahslrnd 0 / the Fifteenth Oeniue of the United Stales, p. 743. 

* Supra, pp. 100-101. 

* This matter is discussed in some detail in vol. Ill of this treatise. 
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Upon this matter it is impossible to ^eak 'with certainty. Any 
evidence that is cited must be considered as merely presumptive, not 
conclusive. There are, mdeed, probably few problems concerning which 
it is easier to fall into -vicious post hoe, propter hoc reasoning. The com- 
parative trend of earnings in unionized and nonunionized industries 
proves rather little, because both of the numerous other factors that 
may have influenced the wages trend in either group and of the possi- 
bility that union standards may indirectly have influenced wage levels 
in the unorganized trades. Moreover, the potential fear of labor organi- 
zation may be a powerful force in keeping up wages in nonunionized 
industries. A few facts can, however, be presented for whatever their 
significance may be deemed to be. During the 1890’s and the early 
years of the twentieth century, unionists were able to secure for them- 
selves appreciably higher wages and shorter hours than the mass of 
workers, 1 but after 1914 wages in nonunion manufacturing industries 
apparently rose as rapidly as those in the union manufacturing trades. 
One deduction to be drawn from these facts would be that when labor 
organization becomes effective, it yields appreciable results in its early 
stages, but that thereafter the rate of gain enjoyed by its members tends 
to slow down to a speed not appreciably exceeding that of the nonunion 
industries.* It must be remembered, also, that the years that witnessed 
the greatest increase in real earnings— -the 1920’s— were years when 
unionism was not becoming stronger. So far as the circumstantial 
evidence is concerned, then, it seems impossible to attribute to trade 
unionism great influence in bringing about the rise of real earnings noted 
in Chap. II. 

Yet this conclusion must be qualified, and it is not inconsistent with 
the conviction that if unionism were to be greatly weakened in those 
trades and industries where it is strongest, an appreciable fall in the 
earnings of the workers affected would result. It has already been noted 


1 Although this fact does not prove conclusively that unionism was responsible for the 
fact that the wages of unionists advanced more than did wages generaUy. Unionism at 
that time was largely confined to the skilled trades, and the differential may have been due 
in part to the superior trade skill of umonists. 

« This is the conclusion reached by Professor Douglas [Real Wages m (he VnM States, 
pp. fi6it-S63). Professor Douglas supports his conclusion not only by a comparison of tte 
relative increases of the union and nonunion groups, but also by the experience of specific 
union industries. “Thus the earnings in the bituminous coal fields were greatly m^ased 
as a result of the unionization of the fields in 1897, as were the earnings of the antocite 
miners following the strike of 190Z, which was promoted by the umon. During to follow- 
ing years, however, to earnings failed in the main to keep pace 'zith the cost o “ 
real wages in consequence fell. The experience of to Amal^ted Oottog Workers 
in the men’s clothing industry has been very amilar. The unionization of to important 
centers in 1919 was accompanied by a very sharp advance in both money and red waps, 
amounting to a gain over 1918 in relative purchasing power of 1*0 per cent. The increases 
thereafter have, however, been much more moderate. 
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that during the depression of 1021-1922 employers did not cut wages 
commcnsuratcly with the reduction in the cost of living, and that wage 
reductions were less severe than they had been during previous depres- 
sions. Employers at that time dreaded labor trouble, they saw unionism 
emerge from the depression with a mcmbcrsliip approximately a million 
and a quarter less than that of tlic 1920 peak but still a million in excess 
of the 1014 level, they were acutely conscious of the possibility of unioni- 
zation of their plants, and in consequence they substituted for the policy 
of cutting wages commcnsuratcly with tlic reduction in the cost of living 
the policy of reducing labor costs per unit through introducing personnel 
and welfare devices, and schemes of employee rcprcsenl.ation, which 
were avpectcd to increase both individual and group efficiency. More- 
over, even though one accepts the thesis that the chief influence of 
unionism in adviancing wages appears to be manifested during its early 
stages in an industry, one can recognize the equally important function 
of maintaining gains already made and preventing what woidd be the 
beginning of a general labor underbidding process, extending in its 
effect to millions of unorganized workers as well ns to the unionized 
group. 

Explanations such as those just enumerated of the rise in real wages 
arc, however, only suggestive of why the workers have fared ns they 
apparently have in relation to other economic classes. In the preceding 
cliapter wo compared the trend of real earnings with the trend of per 
capita real income, real income per person gainfully employed, produc- 
tion per worker in particular industries, value product per worker, and 
the value productivity imputable to labor. The data were found to be 
somewhat conflicting, but in general n lag of real earnings per worker 
behind physical and value product per worker was discovered. TOiy has 
there been this lagF 

1. It must be recalled, in the first place, that upon marginal-pro- 
ductivity grounds it is not to be expected tliat the return to any one factor 
will increase in c.xactly the proportion that production increases. Both 
qualitative and quantitative changes in the several factors determine 
their productivity at the mnr^n, and tlicrcforc the rewards they tend to • 
receive. Labor presumably shares in increased production to tlie 
extent tliat the increase is imputable to labor, capital to the c.xtent 
that the increase is imputable to it. The average product of labor, or 
production per worker," is merely an expression of total production in 
relation to the number of workers.* To a very great extent, as we have 


^*To a surprising cstcnl, however, there has been confusion on this point, and some 
writers have renehed the astounding eonclusion that the volidity of Uio marginal-produo* 
tivily analysis is disproved by the failure of real wages to increase ns rapidly os 
production per worker. C/. the article by George Soule, "The Productivity Factor in 
Wage Determination," Amcriean Economic liemcto, Supplcmejii (March, 1023 ), especially 
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already seen, the increased productivity per worker has been due to the 
increase in the amount of capital goods and to improvement in their 
form. This has had the effect of reducing the marginal productivity of 
capital, and increasing that of labor, hence brinpng about a decline in 
the rate of interest* and the already noted increase in real wages. The 
total return to capital — which is, of course, part of the aggregate taken 
as the numerator when numbers of -workers is taken as the denominator 
to determine product per worker — has, however, been the return per 
unit times the number of units employed, and the increase in the number 
of units of the capital factor relative to the labor factor provides a suffi- 
cient explanation of the lag of real earnings behind average productivity 
per capita or per gainfully employed person. Indeed, it is what one 
would expect, for had wages increased proportionately to the increase in 
output, there would have been nothing with which to pay interest upon 
the greater quantity of capital. When an increase in production is due 
to a greater use of capital, real wages must of necessity — unless the inter- 
est rate falls so much that the aggregate capital return is no greater than 
before— lag behind production. 

The same result is to be expected when the increase in production is 
due to new inventions, machinery, and equipment which do not call for 
additional capital outlay. Under such conditions the return to capital 
would rise with its increased productivity, but labor would make no 
gains until an increased supply of capital resulted from the high rate of 
returns. When the supply of capital had increased appreciably, how- 
ever, its marginal productivity would be lower and that of labor greater. 
Wages again would rise but— in view of the increased quantity of capital 
—not in proportion to the increase in product. 

2. It is probably inaccurate, however, to attribute all of the increase 
in production per worker to the fact that the capital factor has become 

pp. 130-133, Perhaps the erroneous assumption that wages should follow average, not 
marginal, productivity may be traced partly to the fact that many of the standard text- 
books— and even more of the instructors in economics the country over — do not distinguish 
sharply between diminishing average productivity and diminishing marginal productivity. 

* It will be remembered that the Douglas index of fixed capital in manufacturing showed 
an increase of 331 per cent between 1899 and 1!@2, while the labor supply (persons employed 
mth allowances for changes in the length of the standard working week) increased by only 
about 61 per cent. The supply of capital, m other words, increased at the approximate 
rate of 7 per cent per annum, compounded, and doubled every decade. During the period 
prior to 1920 the rise in the price level was much greater than the rise in interest rates, so 
that real interest rates diminished. This fall in the real rate of interest received by inves- 
tors was in part responsible for the gains made by agriculture and by active businessmen, 
which helped to finance the War, and it was also one of the factors wUch permitted such 
rise in real wages as occurred between 1914 and 1920. During the postwar price decline 
the interest rate did not fall sufficiently to offset the appreciation in the value of the prin- 
dpal which resulted from the fall in the price level, but there was n decline in subsequent 
years which helped in part to make possible a rise of wages to a higher level. 
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relatively so much more important and to inventions and_ changes in the 
form of capital goods. Some part of it, in all probability, has been due 
to qualitative changes in the labor factor. With a higher general level of 
education, improvement in vocational training systems, and better health 
consequent upon mote sanitary living conditions, workers on the whole 
arc probably more effident than they were a generation ago. Yet even 
though the larger total product be due to greater labor eflieiency rather 
than to the increased quantity and improved form of c.apital, the theo- 
retical expectation would be tlint real earnings would not increase as much 
ns total product. Let us .assume, first, the ease of workers who arc paid 
by the piece rather than by time. Output per worker is, we may say, 
doubled— all in consequence of greater labor efficiency. If piece rates 
remained the same, wages would immediately also double. This situa- 
tion would, however, lower capital costs per unit of output, since capital 
costs would now bo spread over a larger output, while labor costs per 
unit of output remained constant. Capital would therefore tend to be 
substituted for labor, and would absorb as its return part of the gain in 
production. The same tendencies would operate where labor was paid 
on the time basis, although more indirectly. In this ease, also, labor 
would be unable to retain the entire gain in increased output. 

3. A third c.xplanalion of the lag of real carning.s behind physical and 
value product is to be found in the fact that the increase in production 
prior to the depression of the IDSO’s probably consisted more predomi- 
nantly of producers’ tlian of consumers’ goods. The various indexes of 
production show that the supply of metals, stone, clay, glass, chemicals, 
and so forth, increased at a considerably faster rate than did the supply 
of food, textiles, leather, and other consumers’ goods.' A large part of 
the expansion in production, therefore, apparently was in the form of 
additions to plant and equipment promising more goods in the future 
than would be possible without this larger supply of capital, but not 
during the years surveyed yielding corresponding increases in consumers’ 
goods. So long as the rate of increase in the production of capital equip- 
ment exceeds the rate of increase in the volume of production as a whole, 
however, real wages arc to be expected to lag behind general produc- 
tion, for it is only consumers’ goods and scr^^ccs which arc available to 
increase the real wages of the workers. Moreover, it should be noted 
that increased productivity may be expected to increase the real wages 
of the worlang class not only if it consists of consumers’ goods ns well ns 
producers’ goods, but also only if these consumers’ goods come within 
the field of the workingman’s budget. When improvements result in 
lower costs and increased production of goods not purchased by worldng- 

‘ For the indexes upon which this gcncrnliailion is based, sec P. H. Douglas, Ucal fl'aga 
t'n tile United Statea, pp, SDIhSZt, nnd £. £, Day and ^Y. Tiiomns, "The Growth of Manu- 
factures," Census Monograpit Vlil, 
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men, the real incomes of other classes are increased, but there is no neces- 
sary gain for the wage earners. If the commodity in question is one 
in which labor is concerned only as a producer, not as a consumer, it 
may conceivably gain nothing from increased physical productivity.^ 

4. The increase in the number of marketing and selling functionaries, 
each receiving his return, is another fact relevant to the lag of real earnings 
behind physical and value product. While the simplicity of this explana- 
tion has made it a popular one, and we should avoid giving it too much 
weight, there can be little question that the expense of advertising, mar- 
keting, and distributing products has increased, and that persons so 
engaged, not the wage earners, have absorbed a larger portion of the 
physical products manufactured.* 

5. The increasing scarcity of land and the greater differential advan- 
tage enjoyed by the owners — especially owners of urban sites — ^has 
frequently been suggested as one of the explanations of the failure of real 
earnings to advance as greatly as per capita production. While such 
data as we possess do not indicate that the proportion of our national 
income going in the form of economic rent has increased greatly, and 
certainly does not corroborate the more extreme position of the single 
taxers that the returns to labor and capital will constantly tend toward a 
minimum, the benefits of progress being absorbed by landowners,* the 
increasing economic value of land in relation to the other factors of pro- 
duction must be kept in mind. 

6. In the exchange ratios of farm products and other products is to 
be found an explanation of the lag of real earnings behind per capita 
production, as well as of the increase in real wages during the postwar 

1 One qualification of this statement is necessary. If the increased production of a 
commodity which does not enter into the wage earners’ budgets draws labor from other 
less productive fields, there is a higher margin of production over the whole field of industry. 

, Diversification raises the margin of production, just as variety, according to the marginal- 
utility school, raises the margin of consumption. The development in the last generation 
of the automobile industry has probably raised the general wage level, for it has pven 
employment to labor at a higher level of value productivity and thus has drawn labor from 
the lower levels of other industries. 

* To a certain extent there has been a tendency in manufacturing to have these services 
performed by employees of the concerns, rather than by independent functional middlemen, 
and to the extent that there has been this tendency our fourth explanation of the lag of real 
wages behind productivity must be qualified, since these employees have been included in 
the denominator and the tendency is already accounted for in the index of production per 
employee. 

“ Henry George’s error was in not taking suflSdent account of the fact that the pro- 
ductivity of labor and capital trf Um margin might increase. The tendency toward receipt 
of unearned increment from the original and indestructible qualities of the sofi can go on, 
economic rent can become larger in the absolute sense, but at the same time it need not 
absorb a larger proportionate amount of the national income and labor need not be pushed 
constantly down to the subsistence level if the productivity of labor and capital employed 
under most disadvantageous conditions (or at the margin, or on no-rent land) has increased. 
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period. While after 1918, and especially after 1920, the exchange value 
of farm products declined, the tendency from 1899 to 1919 was in the 
opposite direction. This had the effect of increasing the real incomes of 
fanners at the expense of urban workers, and accounts in part for the 
failure of real earnings to advance as much as productiou. It will be 
remembered that not until after 1920, when the ratios became adverse 
to the agriculturalists, did the important twentieth-century rise in real 
earnings begin. 

7. Finally, we may cite a fact already mentioned in connection with 
things other than the trend of real earnings’ that have affected the stand- 
ard of living of the workers: the increase in the number of free goods they 
receive. A portion of labor’s income does not appear in the pay envelope, 
but comes in the form of free goods and services. It is likely that in 
the future — in spite of the fact that the recently instituted social insurance 
program of the federal government, with its payroll-tax feature, the 
incidence of which is likely to fall largely upon wages,® does not carry 
out as many would wish the policy of extending the social services through 
taxation of those with greatest ability to pay — this free income will 
become greater rather than less. In other words, an increasing portion 
of our national income is being distributed not according to value prin- 
dplcs but by social control based, presumably, upon principles of equity 
and need. This free income does not appear in the wage data from which 
indexes of the trend are made, and since its cost is typically placed in 
large part, through taxation, upon other economic classes, it results in 
both an increase in the real income of the workers and a compulsory 
deduction from that of other classes. 

’ Supra, pp. 132-131. 

> This matter is discussed in some detail in vol. II. 
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DISTEIBUTION OF INCOME AMONG PERSONS AND 
FAMILIES: POVERTY AND INADEQUATE 
EARNINGS: DISTRIBUTION OF WEALTH 

From the viewpoint of inquiry into the processes of distribution in 
capitalistic economy, the trends summarized in Chaps. II and III, and 
the suggested e::planations of them in Chap. IV, are of basic importance. 
Yet it is evident that examination of these matters still leaves uncom- 
pleted our survey of the material progress and present conditions of the 
workers, in so far as this progress and these conditions are consequent 
upon the matters of wages and incomes, and that we must turn to another 
of the broad questions raised in Chap. I: How adequate have the earnings 
of the workers been to maintain socially desirable standards of living? 
What has been the extent of poverty and destitution? These questions, 
in turn, suggest others of closely related character. What, in general, has 
been the distribution of income among persons and families, as contrasted 
to the already-surveyed distribution according to economic function? 
What has been the approximate distribution of property ownership? 
What are the more basic forces making for inequality in the ownership 
of wealth? Axe these farces so inherent in our present social, economic, 
and legal arrangements — so immutable and unalterable — ^that unless we 
abandon the system of capitalistic free enterprise the quest for means of 
control is but the proverbial search for the pot of gold at the end of the 
rainbow? It is with these questions that we shall grapple in the present 
chapter. 

Distmbution of Incomk Among Pbbsons and Families 

Distribution of income among persons and families is, of course, a con- 
sequence of the already surveyed functional distribution of income,* i.e., 
of the shares going to the several factors of production. With only a min- 
ority of the population, as is indicated later,* ownmg property from which 
it derives any substantial income, and with the great majority of income 
recipients dependent for livelihood upon their wages and salaries, the pro- 
portion of the national income going in the form of interest, profits, and 
economic rent, as against the proportion paid out as wages and salaries, 
determines the degree of equality or inequality in the receipt of income 

* Supra, pp. 161-170. 

* li^ra, pp. 262-871. 
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throughout the population. It should be remembered, however, that the 
facts about the distribution among persons and families create only a pre- 
sumption as to the extent of poverty and inadequate earnings. Except 
for purposes of rough approximation, the income of persons cannot be 
placed in juxtaposition to the needs of standard families,* and even when 
the family is taken as the unit of observation — as it is for the most part in 
the pages immediately following — ^the fact that many families are not 
standard in point of needs must be taken into account. Nevertheless, the 
soeial significance of the distribution of income among persons and families 
is tremendous; and our attempt to determine with a modicum of accuracy 
the extent of poverty and inadequate earnings should be prefaced by a 
summary of the more important facts concerning distribution from the 
personal and family standpoint. Here again it is imperative — for the 
purposes of obtaining historical perspective, of avoiding an overweighting 
of temporary and ephemeral situations, and of gleaning an insight into 
long-run trends and changes — ^that we survey the situation over a con- 
siderable period of time. 

Dr. W. I. King, in one of the earliest studies of the distribution of the 
national income,* revealed the economic inequality, so far as incomes were 
concerned, that later studies have also revealed. Some 69.43 per cent 
of the American families of 1910, he found, had incomes of less than 
$1,000 and received 42.48 per cent of the total national income; 81.69 per 
cent of the families received incomes of less than $1,200, their combined 
incomes being 54.72 per cent of the total; 94,86 per cent of the families 
had incomes of less than $2,000 and received 71.20 per cent of the total. 
Only 1.61 per cent of the families received incomes in excess of $4,000, but 
this 1.61 per cent of the families received 19.22 per cent of the total 
national income. The estimate of the National Bureau of Economic 
Research* of the 1918 distribution among individuals, not families, 
showed not greatly different results, as is indicated by the summary in 
Table 45. 

The wide disparity in incomes and the concentration of the great bulk 
of persons in a relatively narrow income range are evident from an exami- 
nation of the table. The poorest (in point of income received) 67 per 
cent of the persons in the country, those with annual incomes of less than 
$1,400, received slightly less than 40 per cent of the total national income; 
the 14.9 per cent of the persons with incomes between $1,400 and $1,800 
received 15.2 per cent of the total national income; the 9.4 per cent with 
incomes of between $1,800 and $2,500 (enough to support a standard 

’ Because, as was pointed out in Cbap. I [supra, pp. 61-62 and 68-71), many of the 
persons do not have families to support, the majority of families are not "standard" in point 
of needs, and some include more than one breadwinner. 

® Wealth and Iname of the People of the United State), p. 228 (The Macmillan Company. 
New York, 1915), 

• The Income in the United States (1921). 


I 
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Table 45. — DismiBorioN of Income Among Individuals, 1018‘ 


Annual income 

Icia tlioa 

Cumulntive pcfcent- 
age of persona 

CnnuloUve percent' 
Age of incomes 

$ 600 

9.5 

2.4 

800 

22.4 

8.3 

1,000 

38.7 

17.9 

1,200 

54.5 

29.1 

1,400 

67.1 

39.7 

1,600 

76.0 

48.3 

1,800 

82.0 

54.9 

2,000 

85.9 

59.7 

2,500 

91.4 

67.5 

3,000 

94.1 

72.3 

4,000 

96.6 

77.9 

5,000 

97.8 

81.2 

6,000 

98.4 

83.5 

8,000 

99.0 

86.3 

10,000 

99.3 

88.0 

15,000 

90.0 

90.5 

25,000 

99.8 

92.9 

50,000 

90.94 

05.3 

100,000 

99.98 

96.9 

500,000 

99.098 

99.1 

1,000,000 

99.9996 

99.6 

Over 1,000,000 

.00004 

.5 


» Adapted fpow ibid,, vol. li pp« 134-135, 


family at a subsistence plus level in 1918) received 12.6 per cent of the 
total national income; and the “rich” 1.6 per cent of the persons, those 
with annual incomes in excess of $6,000, received 16.5 per cent of the 
total national income. Or, the 18 per cent of the population having 
incomes of $1,800 or more received 45.1 per cent of the entire national 
income. 

Nor do studies made during the postwar period indicate any pro- 
nounced tendency toward a decreasing degree of income concentration. 
Dr. King’s more recent analysis,^ while not presenting population and 
income percentages for detailed income groups, shows that although the 
percentage of mdividuals whose incomes (in dollars of 1913 purchasing 
power) were less than $5,000, dropped from 99.3 in 1914 to 98.9 in 1926, 
the total of their incomes likewise declined, from 89.8 per cent of total 
national income in 1914 to 87.2 per cent in 1926. Persons with incomes 
of between $5,000 and $25,000 (in 1913 dollars) constituted 0.6 per cent 

' The National Income and Its Purchasing Power, Chap. T. The usefulness of this work 
is somewhat impaired by the fact that Dr. Eng, instead of giving the population and income 
percentages for detailed income groups, as was done in the eariier studies, merely divided 
individual incomes into four main classes: those (in constant 1913 dollars) of less than 
$5,000; those (again in consUnt 1913 dollars) from $5,000 to $26,000; those (in 1913 dollars) 
from $26,000 to $160,000; and those (in 1913 dollars) above $160,000. It is obvious that 
many in addiUon to the relatively poor and the wage earners are included in the 6rst group, 
and that a more detailed breaking up would have been illuminating. 
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of the recipients in 1914 and 0.96 per cent in 1926, and their share of 
total income rose from S.8 per cent in the former year to 7.3 per cent 
in the latter. The percentage of income recipients in the next highest 
group — those with incomes (in 1913 dollars) between $25,000 and $150,- 
000 — ^increased from 0.064 to 0.106 between 1914 and 1926, and their 
share of total income rose from 3.1 to 3.8 per cent. The highest income 
group, individuals who received (once more in 1913 dollars) $150,000 or 
more a year, increased from 0.004 to 0.005 per cent of the total between 
1914 and 1926, and their share of the national income rose more than their 
numbers — from 1.3 per cent in 1914 to 1.7 per cent in 1926. These data 
indicate little, it any, less inequality in the distribution during the 1920’s 
than dming the prewar and War periods. It is true that the gains made 
by the two middle classes might be construed to show a decreasing degree 
of income concentration;*^ but these two classes are inclusive of only the 
minority having incomes of from $5,000 to $150,000; it is in the distribu- 
tion niithin the “less than $5,000” group that the significant facts so far 
as the relative gains or losses of the great majority having small incomes 
are to be found, and in any event the change indicated was not great.® 

The situation at the end of the 1920’s has been summarized by the 
Brookings Institution in one of the most complete studies of the national 
income yet published.® Attention was focused upon the distribution 
among families, since the family is, in the main, the unit of living and it 
is the family group which disposes of the incomes received, but distribu- 
tion of income among individual recipients was also investigated. It 
was estimated, on the basis of the 1930 Census, that at the end of 1929 — 
the year for which personal and family distribution was studied — ^there 

® Dr. King cooduded, on the basis of this study and bis others, that such a tendency is 
indicated. 

* The Treasury Department information on individuals making returns under the 
federal income tax law also creates a presumption that there was little, if any, lessening in 
inequality during the 1920's. The year 192B. the last preceding the beginning of the 
depresaon and one of relative prosperity, may be taken for illustrative purposes. In that 
year more than 4,009,000 individuals 61ed the income tax returns which were compulsory 
for married persona receiving $3,S00 a year or more and for sin^e persons receiving $l,fi00 
a year or more, although the total gainfully employed population was then approximately 

47.000. 000. Within this relatively small group of individuals who had incomes in excess of 
this modest minimum, more than a million, or about one-fourth, reported incomes under 
$2,000; almost 2,000,000, or almost one-half, reported incomes under $3,000; and over 

3.000. 000, or more than three-fourths, reported incomes under $3,000. At the other 
extreme were 311 individuals, as compared with only 132 in 1918, who reported annual 
incomes for 1928 of $1,000,000 or over. About 16,000 individuals in 1928, as compared with 
7,300 in 1918, reported an annual income of $100,000 or over. Although this last group 
constituted less than 0.3 per cent of the entire group of individual income taxpayers, its 
members received about 18 per cent of the total individual incomes reported to the Treasury 
Department for 1928. 

® Leven, Moulton, and Warburton, Amcrici^s Capaeitu to Cansumo (1934), espemally 
Chap. 3 and Appendix A, Farts V and YI, 
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were in the United States 27,474,000 families consisting of more than 
one person, and 2,351,000 persons classified as families because of their 
occupancy of individual living quarters. In addition, some 6,637,000 
income-receiving individuals lived outside of family groups, and the 
necessary inclusion of these individuals^ raised the total number of 
disposing imits to approximately 36,462,000. Also, approximately 
12,600,000 individuals were listed as income receivers whose income 
supplemented that of the family groups of which they were a part, and 
hence in the 36,462,000 income-disposing units account was in effect taken 
of a total of 49,000,000 individual incomes. The average number of 
persons in the 27,474,000 families of more than one member was found 
to be just above four, the aggregate income received by them about 
$77,000,000,000, the average (arithmetic mean) income per family in 
1929 approximately $2,800, and the median income $1,700.® The 8,988,- 
000 unattached individuals, including the one-person families, received 
in 1929 an aggregate income of $15,834,000,000, or about $1,760 per 
capita.® What were the essential facts about distribution of income 
among these families and individuals? 

Table 46, in which the number and percentage of families in the vari- 
ous income groups and their aggregate incomes have been arranged in 
$500 intervals up to $5,000, $1,000 intervals from $5,000 to $10,000, and 
varying intervals thereafter, indicates the wide disparity in incomes just 
before the depression and the concentration of the great bulk of families 
in a relatively narrow income range. It must be borne in mind that these 
income figures are for families of two or more persons, averaging a fraction 
more than four, and that they include the earnings of children and other 
supplementary earners living at home as well as the income of the main 
breadwinners. 

The persistence of the problem of economic inequality is indicated 
beyond doubt by the following facts, as revealed in the table: (1) Nearly 
six million of the American families, or 21 per cent of the total, had 
incomes in 1929 of less than $1,000, and their aggregate income— even 
when the negative incomes shown by some of the families have been 
eliminated— amounted to $3,500,000,000. In other words, about 21 per 
cent of the families received only 4.5 per cent of the total income received 

® Necessary, perhaps it is gratuitous to explain, since they, like families, disposed of 
income received either in the purchase of consumers^ goods or through investment. 

* That is, there were as many families with incomes less than $1,700 ns there were irith 
incomes in excess of that amount. 

» It will he noted that the income figures here given aggregate about $03,000,000,000 
and do not coincide with the figures of produced national income presented in the preced- 
ing chapter (supra, p. 140). The reason for the difference is that the figures here given 
represent the realized income of families and individuals, including profits from the sale 
of property, securities, etc., and an allowance for income from certain durable consumption 
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Tabi^ 46. — Thto Number and Income op Pamiwes bt Income Classes, 1929^ 




Total in each class 

Cumulative totals 



Famibes^ 

Income^ 

Families 

Income 

Income class (in doDars) 











In 

As per> 

In mil- 

As per- 

In 

As per- 

In mil- 

Aspe^ 



thou' 

centage 

lions el 

centane 

thou- 

centaue 

lions of 

centage 



sands 

of total 

dollars 

et teUl 

sands 

of total 

dollars 

of total 

Under 0«. 

180 

0.487 

-615 

-0.797 

320 

0.337 

-615 

-0.797 

Oto 

600' 

1,098 

7 214 

506 

0.77S 

2,102 

7.651 

-19 

-0.024 

600 to 

1,000 

8,787 

13 820 

8.910 

S.T86 

6,899 

21.471 

2,090 

S.761 

1,000 to 

1|60Q, . ... 

5,754 

80 943 

7,197 

9.333 

11,653 

42.414 

10.007 

18.004 

1,500 to 

8,000 

4,701 

17,111 

8.197 

10.590 

10,854 

59.525 

18,264 

28.684 

2,000 to 

8,600 

8,804 

11.626 

7,158 

9.276 

10,558 

71.187 

25,417 

82.960 

9,500 to 

3,000 

1,988 

7.836 

B,m 

7.045 

21,546 

7S.3!S 

80,850 

40 006 

S, 000 to 

3,500 

1,447 

5 207 

4,676 

6.060 

22,993 

83.690 

85,528 

46 071 

9,500 to 

4,000 

098 

8.614 

8.710 

4.811 

28,986 

87.904 

89,288 

50.882 

4,000 to 

4,600 

718 

2 013 

8,641 

8.943 

24.704 

60 017 

42,270 

54.285 

4,500 to 

6,000 

514 

1.871 

9,437 

s.ieo 

25,218 

91.TSS 

44,716 

57.085 

6,000 to 

6,000 

660 

2 424 

3,63! 

4.710 

26,884 

94.212 

48,348 

62.695 

a^OOOto 

7,000 

407 

1 481 

2.628 

8.406 

26,29] 

05.693 

50,976 

60.108 

7,000 to 

8.000 

858 

0 017 

1,868 

8.442 

20,543 

90.610 

3!, 853 

68.545 

8,000 to 

0,000 

172 

0.620 

1.450 

1.892 

26,715 

97.230 

54,318 

70.437 

8,000 to 


128 

0.466 

1,818 

1.579 

26,848 

97.702 

56,530 

72.010 

10,000 to 

W.000 

804 

1 107 

8,666 

4.754 

27,147 

96.809 

59,202 

7C.T70 

15.000 to 

20,000 

108 

0.S93 

1,859 

8.407 

27,255 

99.202 

61,058 

79.177 

80,000 to 

85,000 

50 

0.815 

1,309 

1.697 

27,914 

00.417 

62,367 

80.874 

86,000 to 

80,000 

86 

0 127 

965 

1.251 

27,849 

99.544 

63,382 

82.125 

90,000 to 

40,000 

40 

0.146 

l,S95 

1.809 

27,989 

09.690 

64,727 

88.984 

40,000 to 





1.279 



65,711 

85 210 

50,000 to 

75,000 

27 

0.006 

1,018 

2.096 

27,498 

09.868 

67,327 

87.306 

76,000 to 100,000 

18 

0.044 

1.086 

1.S48 

27.460 

99.912 

68,368 

88 649 

100,000 to 850,000 

1C 

0.058 

8,164 

2.809 

27,466 

99.970 

70,527 

91.465 

260.000 to 500,000 

4 


1,500 

1.945 

27,470 

99.985 

72,027 

93.400 

500,000 and over 

4 

0.016 

5,089 

6.000 

27,474 

100.000 

77,116 

100.000 

Alt classes 

27,474 

100.000 

77,116 

100.000 

27,474 

lOD.ODD 

77,116 

100.000 


* All families of two or more persons. 

b Includes income from occupation, inTestaents, and from sale of property; also includes imputed income 
on owned homes, but does not include imputed income on duridile consumption goods other tb&n homes* 
f The estimates for tlua class are lughlp teaUtiTc. 

* IVom Afltenea's Capuetfp fo CoRsume, p. 54. 


by all American families. (2) Nearly twelve million families, or more 
than 42 per cent of the total, had incomes of less than $1,£00, their aggre- 
gate income amounting to about $10,000,000,000, or 13 per cent of the 
whole of family income. (3) Between nineteen and twenty million 
families, or 71 per cent of all American families, had incomes of less than 
$2,500. The incomes of this seven-tenths of the families aggregated 
$25,417,000,000, or about 33 per cent of all income received by families. 
(4) Only a little over two million families, or 8 per cent of the total, had 
incomes in excess of $5,000, but their combined incomes were $32,400,- 
000,000, or 42 per cent of all of the income going to families. (5) Only 
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about 600,000 families, or 2.3 per cent, had incomes in excess of $10,000. 
This 2.3 per cent of the families, however, received approximately 28 per 
cent of the total received by families, or an aggregate amount of about 
$21,600,000,000. (6) The 36,000 families having incomes in excess of 
$76,000 received an aggregate income that year of approximately $9,800,- 
000,000. In other words, 0.1 per cent of the families at the top of the 
income scale received practically as much as did the 42 per cent of the 
families at the bottom of the scale. The presiunptiou — examined in 
detail in lie following section of this chapter — ^that even during the rela- 
tively prosperous 1920’s the incomes of a large portion of the American 
families were insufficient to enable them to maintain a health and decency 
livelihood is indeed strongly created by these data.* The distribution of 
income among unattached individuals and one-person families was found 
to have been even more unequal in 1929 than that among families.® A 
still more unequal distribution of income apparently has obtained in 
countries other than in the United States.* While the already referred 

* It will be remembered that in an earlier chapter (aupra, p. 66) the estimate is made 
by the authors that between $1,450 and $1,800 was necessary to support a standard 
family at the subsistence plus (or mimmum health and decency) standard in the larger 
cities of the United States during the period of relatively stable prices between 1922 and 
the beginning of the depression of the 1930*s. The Brookings Institution has made a 
somewhat more liberal estimate, and suggests that a family income of $2,000 was perhaps 
necessary, at 1920 prices, to supply basic necessities. It is significant to note that more 
than 16,000,000 families, or practically 00 per cent of the total number, were below this 
standard of expenditures. If the authors’ more conservative estimate of the cost of family 
necessities and minor comforts is adopted, the percentage and absolute number of families 
were somewhat less, but still strikingly large. It must, of course, be borne in mind that 
the size of the average 1929 family was more nearly four than the assumed standard of five. 
On the other hand, as was indicated in an earlier chapter, the assumption is generally made 
that the earnings of the chief breadwinner should be sufiBdent to support the family, 
whereas the data just summarized represent family income from all sources. 

‘ The Brookings Institution’s conclusions on distribution of income among unattached 
persons and one-person families are presented in Appendix A, pp. 222-288, of America’s 
Capacily io Consume. In brief summary form, these were the main conclusions; About 
18 per cent of the individuals had incomes of less than $500, as compared with about 7.6 
per cent in the case of families. About 40 per cent of the individuols hod incomes of less 
than $1,000, as compared with about 21 per cent among families. Approximately 82 per 
cent of the individuals had incomes under $2,000, whereas about 60 per cent of the families 
were below this level. The less favorable position of the individuals, as compared with the 
families, is probably attributable to the fact that many of the families had more than one 
income recipient. Also, the imattachcd individuals probably represent a selected group 
with respect to age, sex, and perhaps also efficiency. The group of coiuse includes a 
larger percentage of women and young persons than does the family group. 

* Recent studies comparable to those of the American situation just summarized are 
not available for England and Germany, but it is certain that there has not been any 
tremendous lessening of the prewar inequality in these countries. In England, it is true, 
more progressive taxation has probably resulted in a somewhat less unequal distribution of 
income. The earlier studies may be summarized briefly. Mr. Chiozza-Money, in his 
Riokes and Poverty, concluded that one-half of the entire income in the United Kingdom 
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to studies of the national income during the depression years of the 


ires in 1906 enjoyed by one-ninth of ike population, and that more than one-third of the 
entire income went to less than one-thirtieth of the people. Classifying the population 
according to whether people were living “in riches,” “in comfort,” or “in poverty,” Mr. 
Chiozza-Money found that 3 per cent of the population came within the first class, 9 per 
cent in the second, and 88 per cent in the third dess. The share of the naUonal income 
going to each group is shown in the following table: 


Fmoiis liriog Ja 

Number 
(000 omit- 
ted) 

Income (in 
millioDA 
of dollars) 

1 

Percental 

of 

population 

■ 

Biclies: 

Fersoas vita ibcoomi of over $3,500 per aaoum aad 
their famihee (230,000 X 5} 

1,250 

2.026 

8 

86 

Coaifort: 

PerioDB with iacomee behreen $800 sad $3,500 per 
annum and families (750.000 X • • • . 

8,760 

1,200 

0 

14 

Poverty: 

PeiODi with ineomee of leas than $600 per annam and 
their famiUei 

88.000 

4.276 

68 

61 

ToUl 

48,000 

6,400 

100 

i 100 


Mir. Chiozza-Money was led to conclude: “The great fact emerges that the enormous 
annual income of the United Kingdom is so badly distributed amongst us that, out of a 
population of 43,000,000, as many as 38,000,000 are poor. It is no longer incredible that 
in a population of 43,000,000 people . . . there exist thirty per cent living in the grip of 
perpetual poverty. When we realize that 38,000,000 out of our 43,000,000 arc poor, the 
Uidted Kingdom is seen to contain a great multitude of poor people, veneered with a thin 
layer of the comfortable and rich.” Tins statement is, however, something of an exagger- 
ation, probably a consequence of the method Mr. Chiozze-Mon^ used in estimating dis- 
tribution. He assumed each income-tax payer was the head of a family of five, and that 
therefore five million persons were in 1906 receiving the $4,060,000,000 of the national 
income reported by income taxpayers. 'Hie remainder of the population (thirty-eight 
million) therefore, he conduded, received some $4,275,000,000, or the remainder of the 
national income. The assumption that each income-tax payer was the head of a family 
of five had the effect of increasing the number of persons who, according to this study, 
were receiving more than $800; on the other hand, many of the thirty-eight million not 
members of families one of whose members reported an income of more than $800 were not 
d^endent upon themselves for support. Many were women and young persons. The 

Momzt Ikcouz or Ddtsbent Fsicnoirt or tbs ForcuiTioK »r Pbvsbia and in tbs Unitbo States in 1910 


Class of population 

Country 

1 

Percentage of 
total income 
received by 
class 

Average per 
capita ioeome 
is dollars 

Ratio of 
income to that 
of same class to 
United St^es 



^SSIB 

U.8. 

Prnsm 

S5.8 

74.0 

87. 0 



SB. 6 

18.7 

107.0 

114.0 

100.0 

86,8 



H.2 

87.0 

814.0 

803.0 

100.0 

41.0 



¥•5*. 

Prussia 

¥lS' 

^Nia 

26.8 

24.6 

404.0 

186.6 

IDO.O 

48.0 



20.4 

100.0 

868.6 

186.0 

100.0 

40.7 




100.0 

888.0 X 

100.0 
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1930’s^ do not include estimates of distribution among persons and 
families, the facts cited in an earlier discussion about the trends of 
property, entrepreneurial, and labor incomes® are sufficient to suggest 
strongly that the lower income groups, in addition to their tra^c absolute 
loss in material well-being, have also experienced a relative loss, and 
that distribution of income among persons and families in the middle 
1930’s was if anything somewhat more unequal than during the 1920’s. 

PoYBUTT AND Inadequate Earnings 

It has been said that “most of the evils inherent in the existing 
industrial system express themselves finally in terms of poverty, unem- 
ployment, and inadequate and irregular earnings.” Two of these mani- 
festations of imperfection in our modern industrialism — inadequate 
earnings and poverty — ^must now have our attention. That they have 
constituted, and still constitute, great and extensive problems needs 
hardly be stated. Wliilc it would be unscientific to place family needs 
in juxtaposition to the percentage of families and persons receiving less 
than stated amounts, and hence draw dogmatic conclusions from the 
data summarized in the immediately preceding section of this chapter as 
to the extent to which modern capitalism has failed to provide for its 
workers a decent livelihood, the information just presented on the per- 
centage distribution of families within different income classes indicates 
all too clearly that there has been an ever-present problem of insufficient 
earnings. Common knowledge of conditions during the middle 1930 s, 
when at one time some 20,000,000 persons in the United States were 
directly or indirectly dependent upon the federal and state relief agencies, 
perhaps makes even more unnecessary a statement of the existence of 
these problems. Nevertheless, our knowledge of these problems would 
be meager and unsatisfactory were we merely to take for granted their 
existence and the horrors and startling incidents accompanying them. 
We must, on the contrary, survey a considerable amount of factual mate- 
rial relevant to the extent of poverty and inadequate earnings, to the 
question of how many of the wage earners have been able to maintain a 
socially desirable standard of life, to the causes of poverty, and to the 
question of whether the problems have become more or less extensive 
as the years have passed. 


sum-total effect of this method was to exaggerate the extent of poverty. In Prussia, which 
may be taken as fairly typical of Germany, distribution of income among famih^ has been 
a trifle more unequal than in the United States. Dr. King's comparison of istribution 
in Prussia and in the United States is given in the table at the bottom of p. 226. 
It should be noted that average income in dollars was appreciably higher for all classes 
in the United States than in Prussia. 

* Supra, pp. 147-148. 

® Supra, pp. 166-168. 
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Poverty in England. — ^In England, where per capita production has 
been appreciably less than in the United States, and where income dis- 
tribution, as we have seen, has been rather more unequal, poverty has 
undoubtedly been the common lot of a larger portion of the wage-earning 
class than in this country. Several of the more important investigations, 
extending from the late nineteenth century to the present time, indicate 
this fact clearly. Charles Booth, after one of the earliest surveys of 
poverty in England, conducted during the years following 1886, dis- 
covered that 30.7 per cent of the population were living at either the 
bare subsistence level or in actual poverty.” A decade later B. Seebohm 
Rowntree found that 15.46 per cent of the worldng class in York, a fairly 
typical manufacturing city, were living in “primary" poverty (i.e., had 
incomes insufficient to purchase the minimum quantum of goods neces- 
sary to maintain physical efficiency) and that 48.4 per cent of the wage 
earners were living in either primary or “secondary” the condition 
where total earnings would have been sufficient to maintain physical 
efficiency had part of it not been spent for other purposes) poverty.” 
More than half of the primary poverty (52 per cent) was found to be due 
to low wages; about one-fifth (22.18 per cent) to largeness of family; 
approximately one-sixth (15.63 per cent) to the death of the chief wage 
earner; a fraction more than one-twentieth (6.11 per cent) to the illness 
or old age of the chief breadwinner; and approximately the same amount 
(6.14 per cent) .to irregularity of work and unemployment.” Nor was 

” Booth’s Labour and lAfe of ike Peojdo of London, a classic in its field, was published in 
1891. Booth and ids coUaboratois covered the entire east side of London by a house-to- 
house canvass end the rest of the dfy by an elaborate series of samplings and estimates. 
In this study “poverty” was taken to include those living at the bare subsistence level as 
well as those living at what we defined in an earlier chapter (sapra, p. 64) as the poverty 
level. Booth’s erplanation of his classification being as follows: “ My ’ poor’ may be described 
as living under a struggle to obtain the necessaries of life and make both ends meet; while 
the 'very poor’ live in a state of chronic want. It may be thdr own fault that this is so; 
that is another question. My first business is amply with the numbers who, from whatever 
cause, do live under conditions of poverty or destitution.” TVliat Booth designated as 
“questions of employment” — ^low pay, lack of work, irregular work, and all matters con- 
nected with the employment relationship of the worker — were found to be responsible for 
61.6 per cent of all poverty; what were denominated “questions of circumstance” — illness, 
accidents, largeness of family, etc. — were responsible for 23 per cent of the poverty; while 
“questions of habit,” such as idleness, thriftlessness, and drunkenness, were responsible 
for 16.6 per cent of the poverty. 

* Poterly; A Study of Town Life. Rowntree canvassed practically every wage earner 
in York, tabulating his earnings and domestic drcumstances. In ad^tion to ascertaining 
family income in each case, he compared this income in each case with needs in view of the 
size and the age and sex composition of the family, using a standard of necessary pet capita 
consumption formulated along lines umilar to those utilized in worldng out the fammain 
and ammain scales mentioned in Chap. L 

® These percentages apply only to primary poverty; while the causes of secondary 
poverty were not analyzed, low wages undoubtedly were an even more important factor. 
The fact that low wages were responsible for more than half the primary, and for still more 
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there appreciable diminution of poverty in England between the turn of 
the century, when Rowntree's study was made, and the outbreak of the 
War in 1914, An investigation made in 1912 and 1913 by Professors 
A, L. Bowlcy and A. R. Burnett-Hurst‘ of wages, working conditions, and 
family circumstances in five typical English towns® revealed, in fact, that 
the general extent of poverty among the wage earners in these five towns 
as a whole was virtually the same as discovered by Rowntree in York 
twelve years earlier,® and that there had been little change in the relative 
' importance of the various causes.* So far as the English prewar situation 
is concerned, these generalizations seem to be warranted: (1) Poverty 
was the common lot of many wage-earning families, approximately 15 per 
cent living in chronic primary poverty and double that proportion 
in primary or secondary poverty. (2) Low wages were by far the 
most important single cause, with largeness of family ranldng second. 
(3) Unemployment was much less important as a cause than it became 
during the postwar period and was in the United States during the years 
prior to 1914. 

In some respects, English economic life has undergone profound 
changes during the last twenty or twenty-five years, and these changes 
inevitably have had their effect upon the status of the more submerged 
workers. The fall in the birth rate, the loss of life during the war, the 
rise in prices between 1914 and 1920 accompanied by a somewhat greater 
rise in the weekly wages of unskilled workers, the depletion of capital 
equipment and the general disruption of normal economic life in conse- 


of the secondary, poverty and the relative importonce of largeness of family are worthy 
of note. In the United States, ns is indicated Inter, low wages have been reintivdy Jess 
important as causes of poverty and unemployment a relatively greater factor. During the 
postwar period in England, again ns is indicated Inter, unemployment became an appreciably 
more important cause of poverty. 

' Bowlcy and Burnett-IIurst, JAvelihood and Povertp. 

* Northampton, Warrington, Stanley, Bolton, and Reading. 

» To be more c-vact, Bowley and Bumett-Hurst found that 0 per cent of tlie workers were 
living in primary poverty in Northampton, 15 per cent in Warrington, per cent in Bead- 
ing, 8 per cent in Bolton, and 0 per cent in Stanley. It was found that the average sire 
of the families of wage earners in these 6ye towns was 4.6 persons, and that on the overage 

1.86 persons were employed in each family. 

‘ Bowley and Burnett-Hurst found that 46 per cent of nU primary poverty was due to 
the fact that family income was insuffident to support four cHldren, 86 per cent was a 
result of the fact that tlie family income was insufficient to support three chilten, 14 pew 
cent was caused by tlie death of the chief breadwinner, 11 per cent wos due to lUness or old 
age, while unemployment and irregular work each caused 8 per cmt. The couses Rowntree 
found to be first and second in importance— low wages and largeness of family were 
responsible, it will be remembered, for nearly 76 per cent of the poverty m York; Bowley 
and Burnett-Hurst combined these two causes as one, and found that a litde more than 

71 per cent of all primary poverty wasaresultofthefactthatfamily income was insufficient 

to support dtUor four or three children. 
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quence of the War, an enormous amount of unemployment after 1921, the 
extension of the trade-boards system of wage regulation to occupations 
other than those notoriously sweated, the development of the various 
forms of social insurance, taxation policies placing more of the cost of 
government activities and services upon the wealthy, the increased 
political strength of labor, and finally the great depression of recent years 
are all factors that have had their influence, either directly or indirectly. 
Conflicting though these various tendencies and developments have 
been, it seems dear that their sum-total effect by the late 1920’s was to 
elevate the status of the lowest-paid of England’s wage earners, even if 
not to mitigate greatly the plague of insufficient earnings for the much 
larger number escaping primary poverty but unable to maintain a health 
and decency livelihood.* A survey conducted by Professor Bowley and 
Margaret H. Hogg in 1924 of tbe same towns investigated in 1912 and 
1913* showed that even with allowance for the unemployment that was 
rather prevalent in 1924,* the percentage of the workers living in primary 
poverty was only about half of what it had been eleven or twelve years 
earlier.* The two outstanding causes of this appreciable diminution 

* It will be lemembered (supra, pp. 76-t7) that real earnings of all labor probably rose 
some, but certainly not greatly, during th(, War period, and that after the War English 
uoions were in & pofiition to prevent as great reductioa in wage rates as took place in the 
United States. Nevertheless, the diminution in poverty indicated by the study cited in 
this paragraph was substantially greater than the increase in real earnings of labor in general, 
and it is likely that the effect of the War and postwar economic changes was to elevate the 
lower strata of labor rather than to produce comparable improvement in the conditions of 
labor generally. 

* Bowley and Hogg, llaa Poverty Diminished? A Sequel to Livelihood and Pov^y 
(F. S. King and Son, London, 1925), 

* The 1924 study took as the ‘‘poverty IJne” the same standard of living that bad been 
used in Livelihood and Poveriy^ all families being clas si fied as above or below it. Under 
income were included oil earnings, the value of houses or other property owned, old-age 
pensions, war pensions, and superanmiatiou pensions from employers. Poor relief and 
hdp from public or private charity, as well as income received from boarders and lodgers, 
were excluded. The 1924 tabulation differed from that of more than a decade earlier in 
that a double dasafication of income was made. The assumption in Livelihood and Poverty 
bad been that all workers usually capable of work were receiving their normal wage (or were 
regularly employed)“^ii assumption that probably resulted in an understatement of the 
extent of poverty. A tabulation upon this assumption was made in the study published in 
1925, and to it was added a second showing the position of the wage-earning families 
in the actual week each was invesUgated, the income computed being that actually reedved 
in the week. The opinion of Professor Bowley was that the accurate view lay between 
these two, for since in many cases unemployment was for short periods, the income averaged 
over a month would be more than that shown in figures tabulated upon tbe basis of income 
in the week of the investigation. The second basis, of course, showed a greater amount of 
poverty than did the first, owing to the appreciable amount occasioned by unemployment. 

* Upon the first basis of comparison — making no allowance for unemployment — the 
proportion of families in primary poverty in the towns as a whole was found to have fallen 
to one-third of its former extent. 
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were diminished needs due to the smaller number of children in the 
average family and higher real earnings, ^ the authors estimating that the 
latter cause had been approximately twice as important as the former.® 
The general conclusions to which the study just mentioned points — 
the continued prevalence of primary poverty in England throughout the 
years, a tendency toward diminution during the decade and a half prior 
to the depression, and a decreasing importance of low rates of pay and 
largeness of family as causes and an increasing importance of unemploy- 
ment — are borne out by the most recent, and by far the most extensive, 
study of poverty in England.® In this survey, the entire city of London 
was again covered by substantially the same methods employed by the 
Booth mvestigators forty years earlier,'* and the results indicated that 
in 1929 and 1930 the proportion of the London population living in “pov- 

^ Between 1913 and 1924, according to the Ministry of Labour’s cost of living index, 
there was an increase of about 70 per cent in the cost of living. No marked difference 
between this increase in the cost of living over the Kingdom as a whole and the increase in 
the cost of the standard taken as the poverty line and applied in the particular towns was 
found by the investigators. In the same period, however, money wages of unsldlled labor 
appronmately doubled, while those of skilled labor in some industries doubled and in others 
increased by 70 per cent or less. At the same time that real wages were increasing, the 
average family became smaller, owing to the steadily declining birth rate, while the average 
number of wage earners per family increased a trifle. In 1913 the average family included 
4.46 members, while the size of the average family in 1924 was 4.31. Of the 4.46 in 1913, 
1.86 were earners, while 1.88 of the 4.31 members of the average 1924 family were earners. 
Owing to the reduction in the number of children under fourteen years of age, and especially 
those under five, the average number of nonearners per family was 2.61 in 1913 and 2.43 
in 1924. 

® In attempting to ascertain the relative importance of these two factors in causing the 
decrease in poverty, Professor Bowley and Miss Hogg calculated what reduction might 
have been expected in 1924 in view of the smaller number of nonearners per family had real 
wages remained substantially the some. The results showed that poverty would have 
been reduced by only about one-third of the amount it actually wos reduced. The resulting 
conclusion, therefore, was that higher wages had been about twice as important os dimin- 
ished needs in causing the reduction. 

* New Survey of London Life and Labour (9 volumes). This study was directed by the 
London School of Economics and Political Science, the first of the nine volumes being 
published in 1933 and the last in 1936. The primary object of the survey, which was headed 
by Sir Hubert Llewellyn Smith and J. W. Verdier and aided by a consultive committee 
including Sir William Beveridge, George M. Booth, Professor A. L. Bowley, Sir George 
Duckworth, J, Gee, Professor J. Hilton, C. M. Lloyd, Lord Fassfield (Sidney Webb), 
Professor L. C. Robbins, and S. K. Ruck, was to opply, as far as possible, the methods of 
Charles Booth and to ascertoin what changes had token place during the forty years since 
the edassioal Booth survey. Accordingly, Booth’s conception of “poverty” and of the 
“poverty line,” as described earlier, was adopted. 

‘Two independent estimates of the proportionate reduction in London poverty in tte 
forty years 1889-1929 were made: a “street survey” (a classification of streets according 
to predominant economic status of their inhabitants and intensive study of all these 
inhabitants) and a “house sample survey,” which included samples throughout the entire 
County of London. The two estimates showed remarkably close agreement on the pro- 
portionate reduction in poverty. 
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erty,” as Booth had used the term,^ was only one-fourth to one-third of 
what it had been forty years earlier. Whereas Booth had found 30.7 per 
cent of all families, and 37.3 per cent of wage-earning families, in the 
London area to be living in poverty, the street-survey investigation of 
1929 showed that only 8.7 of the persons and 9.5 per cent of the families 
with children of school age (the figure that should be compared with 
Booth’s percentage of 30.7 for the whole of London) to be so circum- 
stanced, the absolute number of poverty-stricken persons being 490,000. 
“The relations between the poverty conditions of 1889 and 1929 may be 
otherwise e3q)ressed by saying that if the conditions of life and labour 
found by Charles Booth in the London of 1889 had continued to prevail, 
the total number of persons in the Survey Area in 1929 would have been 
upwards of a million and a half instead of less than half a million.”* 
Similar conclusions were indicated by Professor Bowley’s house-sample 
inquiry.* On the assumption that all earners in each family were 
employed full time, the percentage of wage-earning families in poverty 
was found to have dropped to 5.7 and the percentage of wage-earning 
persons to 4.6.^ When allowance was made for unemployment, the 

^ The “poverty line'* of both Booth in 1889 and of the investigators of 1929 and 19SD 
may he defined hriefiy as the amount of income necessary to provide a bore sufScienpy by 
reasonable standards of food, clothing, shelter, warmth, etc. It will be recalled that this 
definition is inclusive of both primary and ^ondary poverty, or of those groins Booth 
defined as the *‘very poor” and the “poor.** Changes in modes of living and in prevailing 
conceptions of what constitute the minimum necessaries of civilized existence, of course^ 
rendered Booth’s standard pardally obsolete^ but since one of the main objects of the new 
survey was to obtain a valid comparison between past and present, it was deemed essential 
to keep the same standards throughout, infective of any changes in the interval except 
the change in the purchariug power of money. As the director of the survey expressed it: 
“In view of the frequent use of the terms ‘poor,* ‘poverty,* and ‘poverty line' . . . , it 
seems necessary to recall . . . the technical sense in which these terms are used, and the 
emphatic disclaimer ... of any idea that the standards by which ‘poverty’ is measured 
are intended to represent the current standards of the present day. . . . There has been 
no attempt to fix a level of present-day 'poverty' according to present-day ideas. The sole 
aim has been to apply Charles Booth's standard to present economic conditions.*' (H. L. 
Smith, in New Survey of Londtm Life and Labour, vol. 6, p. 2.) 

^ H, L. Smith, ibid,, p. 4. 

“ The results of which are set forth in detail by Professor Bowley in New Survey of 
London Idfe and Labour, vol. 6, pp, 86-111, 

* Ibid., p. 101. In the more recent survey, a double classification of income, comparable 
to that of Professor Bowley and Miss Hogg in their 1924 study of five towns, was mode, 
the incomes of both persons and families being recorded on the basis of “full-time week” 
and of “week of investigation.” The former, of course, involves comparison of what the 
income would be if all gainfully employed persons in the family worked full time with the 
cost of the budget of necessities, while the latter involves comparison of the income actually 
earned during the week the family was investigated (reduced below the full-time amount 
whenever there was unemployment) with the same budget. There undoubtedly is, as the 
director of the survey has observed p. 7), “ ‘something fictitious in assuming full- 
time earnings for all the workers,* but the comparison is of interest, if only as illustrating 
the preponderating extent to wluch present-day poverty is due to under-employment, as 
contrasted with under-payment** 
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percentages, of course, were higher, 9,8 per cent of the wage-earning 
families and 9.1 per cent of the persons coming within the poverty group, 
but still the extent of poverty was less than one-third of that revealed by 
Booth in 1889. 

The indicated improvement may be viewed from a slightly different 
angle — that of the percentage of wage-earning families having a surplus 
above minimum needs. In 1929, allowing for unemployment, two-thirds 
of the working-class families had a surplus of 19 shillings or more a week, 
while in Booth’s time two-thirds included the whole of the families above 
the poverty line.* The 1929 London survey revealed that while the sum 
total of poverty had greatly diminished, it had also become less congested 
and more dispersed, and that the proportions in poverty were greater 
among nonearning men and women over sixty-five years of age than in 
any other group. In the matter of relative importance of causes, the 
most important change during the four decades was found to be the 
greater importance of unemployment and the declining importance of 
insufficient wages and largeness of family. Old age and absence of a 
male wage earner had by 1929 become major causes of individual and 
family poverty.^ 

Inadequate Earnings in the United States, — ^In turning to the Ameri- 
can situation, we begin to speak less in terms of the extent of “poverty” 
and more in terms of the extent of “inadequate earnings.” The per 

* For the percentage distribution of families occording to surpluses or deficits of income 
in relation to the cost of the minimum standard, sec The Ncte Sitmi/, vol. G, pp. 110-111. 

* The following tabular summary of apparent (uiuscs of poverty, which has been com- 
piled from the data presented by Professor Bowlcy in ,Thc New Surrey, vol. C, p. 107, 
Table XXX, indicates the great importance of unemployment and of old nge. In the 
left-hand column (“Full-time week") the relative importance of the causes of poverty is 
presented on the assumption that all earners in every family were employed full time, and 
in the right-hand column (“■\^'cck of investigation") account is taken of the unemployment 
actually experienced by these wage-earning families. 


Percentage 


Cotuc 


FuIMimc week 


Week of inveatigation 


Old age... 

Illncu or incnpocilntion 

Woman (under 06J living alone 

No male adult earner 

Casual work > > 

Unemployment or aliort time 

Natural bead of family In full work: 
TV’ages insufilcicnt for 3 children: 

1, or S children. 

4 or more 

Wages sufEcient for 3 children: 

4 or more 


38 

0 

10 

5 


23.5 
8 

0 

15.5 
S 

38 



The survey also included on attempt to determine the extent to which poverty could 
be directly ossigned to high rent. Professor Bowley concluded that the proportion of cases 
in which poverty can be directly so assigned is quite small. 
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capita productivity of this country, as we have already seen, been 
appreciably greater than that of England, real earnings have been some- 
what higher, and the distribution of neither income nor — as is indicated 
later’ — ^wealth has been quite so unequal. But the problem of “inade- 
quate earnings”— of the inability of working families to maintain stand- 
ards compatible with health, decency, and self-respect — has been all too 
extensive, and the problem of poverty certainly has not been nonexistent. 
What have been the facts, then, regarding (o) the ability of adult male 
wage earners to support families at what we selected in an earlier chapter® 
as the minimum standard of decent living, (6) the portion of the wage- 
earning population which has actually been living below a minimum 
health and decency standard, and (c) the extent of poverty in the United 
States? 

The Prewar Siiuaiioti. — ^Real earnings of American workers in general 
were substantially lower during the early years of the century, as we have 
already seen,® than during the 1920*s or even — ^so far as those fortunate 
enough to hold jobs were concerned — during the depression years of the 
1930’s, and greater prevalence of inadequate earnings and of poverty 
during these earlier years is therefore to be expected. All the evidence 
available indicates this to have been true. The great majority of adult 
male workers did not receive enough to support standard families at a 
minimum of health and decency standard; even with allowances for 
variation in family needs and for contributions from more than one 
member, a majority of the families of the unskilled workers, possibly 
even of all workers, were not able to attain this standard; and the problem 
of poverty was far from nonexistent. During the first six or seven years 
of the century, standard families with incomes of from $450 to $500 would 
have been barely able to escape poverty, and certainly, in view of prices 
at that time, a minimum of health and decency, or subsistence plus, 
standard would have cost between $700 and $800 in various parts of the 
coimtry.* Yet average annual earnings of all workers in manufacturing, 

^ InfrOi pp. 270-271. 

* Supra, pp. 67-08, 

* Supra, pp. 8Z-111. 

* These estimates of the cost of the two standards are derived by taking the probable 
costs during the lS20*s, as explained in an earlier chapter, and applying to them the Bureau 
of Labor Statistics’ and other cost of livmg indexes for earlier and later years. It may be 
worth mentioning that various independent local studies tend to corroborate these esti- 
mates of needs. In 1902 the Massachusetts Bureau of the Statistics of Labor estimated 
that $800 would be necessary to support a family of five at a TniniTniiTn of health and 
decency standard. (C<f. M. Faimelee, Powrty and Social Progrea, p. 87, where tins esti- 
mate is cited.) In 1906 Louise B. More estimated that between $800 and $900 was 
necessary for a standard family to attain the same level of living in New York City 
(Wage Earners* Budgets, pp, 269-270), In 1907 Robert C. Chapin estimated that $826 
was necessary for a standard family in New York City (The Standard qf Living Among 
Workingmein in New York), 
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coal mining, and transportation (with allowance for unemployment) were 
$469 in 1904, while those of unskilled workers in these lines were $443, and 
those of building-trades workers (without allowance for unemployment) 
$858. ‘ It can be seen, then, that only in the case of the building-trades 
group were average annual earnings sufBcient to enable a standard family 
to maintain the very modest livelihood encompassed within the minimum 
of health and decency standard. These averages are, however, only 
presumptive of the situation actually obtaining so far as living standards 
were concerned. From the viewpoint of determining what proportion 
of the adult males received incomes insuflScient to enable them to support 
standard families decently, the percentage distribution of annual incomes 
rather than the average is significant;* and from the viewpoint — ^probably 
the more important one — of ascertaining the actual material status of 
wage-earning families, the incomes of family heads and of families, not of 
individuals some of whom did not have families to support, should be 
studied. 

Fortunately, studies of the latter type are available. In 1903 the 
United States Weau of Labor, after an investigation of approximately 
S5,000 wage-earning families,* reported that 4 per cent of the male heads 
of fnmilipfi received incomes of less than $300 a year, SO per cent of less 
than $500, 48 per cent of less than $600, 65 per cent of less than $700, and 
82' per cent of less than $800.^ These incomes were, of course, supple- 


* P. H. Douglas, Heal Wages in the Unilei States, pp. SB»-403. 

* Also, Professor Douglas’ averages ate those of the earnings of o« workers— women, 
young persons, single men— not those of adult males or, of course, of adult males with 
families approximating the standard to be supported. 

’ U. S. Bureau of Labor, Eighteenth Annual Report, p. 2BS. 

‘ The percentage distribution by occupations was as follows (W., pp. ZBS-ZBS); 
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mented by the contributions of other breadwinners* and perhaps in a 
minority of the cases by income from sources other than wages. It is 
clear enough that the majority of these family heads earned amounts 
insufficient to enable them to support their families at the standard we 
have taken as the minimum of sod^ desirability, and that a considerable 
proportion of the families either lived in poverty or just escaped it in 
consequence of contributions from the earnings of other members of the 
family and from sources other than wages. 

Nor was there any appreciable diminution in the proportions of the 
problems of insufficient earnings and of poverty during the years prior 
to the War. The cost of living, as we have already seen, rose steadily, 
although not in the spectacular fashion of the War period, during the 
years between the turn of the century and 1914, and real earnings 
advanced but little.^ Because of the rise in living costs, an annual income 
of between $500 and $600 certainly would have been needed to raise a 
family above the poverty level — ^the exaet amoimt of course varying 
from place to place and increasing with the passing of time and the rise 
in the cost of living — during the latter years of the first decade and the 
early years of the second decade, and from $825 to $900 to enable a stand- 
ard family to live at a health and decency level.* Yet a study made by 
the United States Immigration Commission in 1908 and 1909 of the 
earnings of male heads of families and of average family incomes among 
immigrants and those of immigrant stock* showed that average annual 
earnings of male heads of famihes ranged from $400 in the lowest paying 
industry (woolen and worsted manufacturing) to $662 in the highest 
paying (oil refining and collar and cuff manufacturing) , and that average 
family incomes ranged from $568 for those families whose chief bread- 
winners were employed in the iron and steel industry to $904 for those 
whose chief breadwinners were employed in the manufacture of gloves.® 

* Althoagli from the somal vievpoiDt Uie employment outride the home of mothers and 
young persons must be regarded as a cost, aijd the fact that such employment was necessary 
to bring the family more nearly to a subsistence plus livelihood, does not detract from the 
inadequacy of the earnings of the chief breadwinner. 

* CJ. data on sources of income of typical families, infra, p. 243 and 2S0-2S8. 

* These estimates of the cost of the mi nimnm health and decency standard are, again, 
in substantial agreement with those made hy various local investigators during this period. 
In 1910 J. C. Eeimedy estimated that $BOo was necessary to maintain a standard family 
at a minimum of decency level (Wages tmd Family BudgeU in the Chicago Stochyards 
District), and in 1914 F. H. Streightoff estimated that $876 was necessary for a family to 
maintain the same standard in New York Qty and $722 in Buffalo (" Report on the Cost of 
Living,” FourtA Report Factory InmOigating Committee of Neio York, 1916, pp. 1626-1666). 
Both the Eeimedy and StraghtoS budgets were, however, conservative, approximating 
more nearly the one described us the “miidmura of sub^stence level” rather than as the 
minimum of health and decency, or subsistence-plus, level in a preceding chapter. There 
is, therefore, substantial agreement in the estimate of family living costs. 

* U. S. Immigration Commission, Report (1911), vol. 1, pp. 405-409. 

* In each of the 6fteen industries, the average earnings of males over eighteen years of 
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The average family income for all industries was found to be $721. In 
seven of the fifteen industries, it can be seen from examination of the 
accompanying footnote, the average annual earnings of male heads of 
families were below $550 (the median point in our estimate of $500 to 
$600 as the amount necessary to raise a family above the poverty level), 
but in no one of the fifteen industries were family earnings below $550. 
In other words, many families who would have lived in poverty had there 
been no additions to the chief breadwinner’s earnings were apparently 
able to attain at least a minimum of subsistence livelihood in consequence 
of other contributions to the family income. More significant than the 
averages for the industries and for all industries, however, are the per- 
centages of families having incomes of less than given amounts. As 
Table 47 indicates, some 31 per cent of the families had incomes of less 
than $500, 64 per cent of less than $750, and 82 per cent of less than 
$ 1 , 000 . 

Table 47. — ^Fercehtagb of FAMiLiEa with Incomes Less than Specified Amounts, 

1908 and 19001 


Total family income 

1 

Percentage 
in group 

CumulatiTe 

percentage 


8 

8 

Asno t/i if.snh 

S8 

81 

$snn tn .$'7Bn 

S3 

04 

.iiT/in tn .ii.nnVi 

18 

82 

Over SI non 

18 

100 





100 






‘U. S. ImmigTation Commisiion, Report, voL 1, pp. 405-400. 


age and of male heads of families and the average family income were found by the Com- 
mission to be as follows; 


Industry 

No. of 
hou8e< 
bolde 

Average 
annual 
earningi, 
males 18 
and over 

Average 
annual 
earnings, 
male bead 
of familicj 

Average 

annual 

family 

income 

T 1 . T 

S,45G 

$546 

$400 

$S08 


440 

546 

400 

661 


1,001 

401 

470 

701 


S6S 

451 

511 

071 


BTE 

451 

448 

655 

677 


2,581 

44S 

461 


710 

602 

675 

766 

715 


000 

615 

650 


104 

622 

640 



1,050 

657 

678 

765 


660 

674 

696 


588 

676 

508 

662 

760 


626 

6U1 



262 

626 

657 

660 



264 



Total (in all indostries, including acme not jpecl6ed above) 

17,141 

476 

.... 

721 




















238 


LABOR’S PROGRESS AND PROBLEMS 


While the majority, but not all, of the families covered in this investi- 
gation were those of foreigners and first generation Americans, with 
incomes somewhat lower than those received by other groups of wage 
earners, the results portrayed surely axe not untypical of the earnings 
of the unskilled and semiskilled workers in American industry at that 
time. Various local surveys made during the years just preceding the 
outbreak of the European War only go to substantiate the conclusion 
that there was a very extensive problem of insufficient earnings and a 
not negligible problem of poverty,^ and data on average annual earnings 
suggest with unmistakable force the continued inadequacy of the earnings 
of the average worker for the support of a family.® Unemployment 
undoubtedly was more important, relative to low rates of pay, in causing 
poverty and the insufficiency of family earnings than it was in England 
during the prewar years.® 


® The lesulU of several of these local studies, extending from 1901 to 1910, have been 
summarised in tabular form by Messrs. Lanck and Sydenstricker in their Conditions of 
Labor in jimeriean Industries, p. 248, as follows: 



loveatigation aod year w wbicli it was made 

No. of 
fannfies 

Aver* 

age 

Year 

Source o( data 

included 
in data 

ftnntial 

income 

ISQl 

Bureau ol Labor’i coat o! linng study, all aectiona of U* Ss, ioduatries and 
racej of workera 

26,449 

8749 

1908-1904 

Mra. L. 6. More: budgetary study of families is Greenwich VUlage, New York 
City 

200 

861 

1907 

U. C. Chapm: budgetary study of fasdlKs vaned races end occupations in 
New York City 


8S8 

1907 

New Ifork btate Conference of Chanties and Corrections: studies of familloji 
of varied races and occupaiUona in fiochester. N. Y 

100 

600 

1908 

M, F , byington (Huasell Sage Foundation): faanties of steel workers in Home* 
stead. Pa 


849 

1908-1909 

Bureau of pibor:^ studies (rf iiilk, cotton, men’s ciotbing, and glass workers’ 
lamihes m vanoua localities in which mothers and children were wage 
earners .... 

8,741 


1908-1009 

Immigration Comuission: data for families in S8 principal industries in all 



eastern and southern sections- of all 

16,726 

721 

1909-1010 

Univeriity^^of Chicago SetUe'inent: families of Chicago stockyards workers. 


pnncipaliy of races of recent immSirrRrifln 

184 

442 


* Professor Douglas (Beal Wages in the United States, pp. 468 and 472) has estimated 
that average annual money earnings (corrected for unemployment) of wage earners in 
manufacturing, coal mining, and transportation were 8S44 in 1914, and those of building- 
trades workers (with allowance for unemployment) ?84S. His estimates of building-trades 
workers' annual money incomes are based on union scales, and possibly overstate somewhat 
incomes actually received in 1914. Average anminl money earnings of unskilled workers 
were estimated by Professor Douglas to have been $462 that year. Dr. King (The National 
Income and Its Purchasing Power, p. 140) has estimated average annual earnings of workers 
in all industries (with data corrected for unemployment) to have been $652 in 1914. 
Professor Brissenden (“Earnings of Factory Workers,” Census Monograph X, 1929, p. 100) 
has estimated that average money earnings of workers in manufacturing in 1914 were 
$676. 

® It will be remembered that neither Bowntree nor Bowley and Burnett-Hurst found 
unemployment and irregular employment together to be responrible for more than 6 or 
6 per cent of the primary poverty in England during the prewar period, although the later 
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With all the qualifications that it has been necessary to suggest, 
several conclusions as to the wage situation in the United States s eem 
inescapable; (a) Probably three-fourths of the adult male wage earners 
did not earn enough prior to the War to support standard families at a 
minimum health and decency level and many did not earn enough to 
maintam families above the poverty level. (6) The majority of wage- 
earnings families of the imskilled and semiskilled group, and possibly 
even a majority of all wage-earnings families, in spite of contributions 
to the family income from wives and children and in spite of the fact that 
many of them included less than the assumed five persons, were unable to 
maintam a health and decency standard of living, (c) The problem of 
poverty, while less extensive than in England, and while fluctuating more 
in accordance with the amount of unemployment, certainly was not 
nonexistent among the lower strata of American labor. 

The Period 191jI^-19S0. — Generalizations as to the extent of poverty 
and inadequate earnings during the period between the outbreak of the 
War in Europe and the peak of the War price cycle, in 1920, are extremely 
difficult to make. The period was one of economic and social confusion. 
Prices soared,' and the costs of the budgets we have been applying conse- 
quently advanced rapidly. Numerous women entered industry, and 
family incomes undoubtedly were augmented by their contributions to a 
greater extent than during the prewar period. Beal wages, as we have 


Bowley and Hogg investigation showed the marked increase in the importance of this cause 
during the 1920*s. In the United States unemployment was much more important as a 
cause. The Immigration Commission, basing its study upon some 81,374 organized 
charity cases in forty'four cities, estimated the relative importance of the various causes of 
poverty as follows: 


Apparent cause of need 


Percentage 
of cases 

Percentage of 
persons involved 
in assisted cases 

3.2 

8.3 

0.7 

O.S 

5,7 

6.1 

1.1 

1.3 

7.5 

7.1 

20.8 

19.7 

17.8 

21.7 

1.0 

2.3 

19.0 

22.3 

7.7 

0.2 

43.2 

44.3 

0.8 

O.S 

4.6 

5.8 

6.2 

2.0 

9.0 

8.S 


Accident to breadwinner • . 

Accident to another member of familr. 

Death of breadwinner ;'>••• 

Death of another member of family... 

Desertion by husband 

Utnesa of breadwinner. .... ......... 

Illness of another member of family. . . 

Incarceration of breadwinner 

Insufficient earnings. 

Intemperance of breadwinner 

Lack of employment 

Loss by fire 

Neglect by breadwinner. 

OjTage 

Other. 


* The Bureau of Labor Statistics cost of living indexes (1913 = 100) were os follows: 
December, 1914, lOS.O; December, 1916, 106.1; December, 1916, 118.8; December, 1917, 
142.4; December, 1918, 174.4; June, 1919, 177.8; December, 1019, 199.3; June, 1920, 216.6; 
December, 1020, 200.4, 







S40 I/ABOH’S PEOGRESS AND PROBLEMS 

already seen,* advanced only a moderate amount, although the rather 
rapid movement of workers from low-paying to better occupations, and 
the greater frequency of promotions, were factors improving, or at least 
preventing retrogression in, living standards. The incidence of the price 
rise also aSected very unevenly the different economic groups. Perhaps 
the strain was greatest among the salaried workers. These conditions 
suggest that any conclusions drawn from the wage and income data and 
from surveys made during the period have to be cautious and tentative. 

It is, however, possible to draw certain inferences and to set forth 
certain definitely ascertained facts. As an average over the country as a 
whole, a standard family, to escape poverty, would have required an 
income of approximately $1,125 to $1,175 in 1917 and 1918, while main- 
tenance of a subsistence plus standard necessitated between $1,475 and 
$1,500. By 1920, when the cost of living reached its peak, these costs 
were about $1,350 to $1,400 and $2,125 to $2,200, respectively.^ Of the 
inadequacy of the earnings of the average worker to maintain a family at 
the subsistence-plus level there can be little question. In 1919, according 
to the estimates of Professor Douglas, average annual money earnings of 
all workers in manufacturing, coal mining, and transportation were 
$1,167 and those of unskilled workers $1,128 (data in both cases being 
corrected to allow for unemployment), while building-trades workers 

* Supra, pp. 98-101, 

* These estimates are, of course, derived from changes in the cost of living over the 
country as a whole, as indicated by the Bureau of Labor Statistics index numbers. It may 
be mentioned, in passing, that various studies made during the six years here under survey 
agree in substance with the authors’ estimates of living costs for standard families. In 
1916 Professor W. F. Ogburn, after an analysis of the standard of living of governmental 
employees in the District of Columbia, concluded that an average family of man, wife, 
and three children could not exist at a minimum of decency if its annual income was less 
than $1,166 ["Movement of the Cost of Living and Wages," Annala of the American 
Academy o/ Political and Social Science, vol. 81 (1919)], In 1917 Professor Oghum esti. 
mated that $1,606 was necessary to support a standard family in Tacoma and Seattle 
(Bureau of Applied Economics, Standarde of Lining, A CempHaiion of Budgetary Studies, 
rev. ed,, pp. 96-101). The Fhiladelplua Bureau of Municipal Research in 1918 set $1,637 
as the amount necessary for a standard family in Philadelphia {Workingmerds Standard of 
Living in Philadelphia, 1919). A year later the Bureau estimated $1,803 as the necessary 
minimum in Philadelphia. In 1918 Professor Ogburn estimated for the National War 
Labor Board that $1,760 was necessary for a standard family to maintain a minimum of 
health and decency standard in the eastern cities of the United States (Bureau of Applied 
Economics, op. eft, pp. 98-96). The National Industrial Conference Board, whose esti- 
mates have been uniformly conservative, in 1919 set $1,674 as the amount necessary for a 
standard family in Fall River, Mass. {Cost qf Living Among Wage Earners, Research 
Report 88 (1919)]. The Chicago Coundl of Social Agencies estimated conservatively that 
$1,666 would have been necessary for a minimum of health and decency standard in 
Chicago in 1980, and $8,888 for a comfort standard [quoted by P. H. Douglas, in Wages and 
the Family (1926), p. 8], The Labor Bureau, Inc., estimated in 1980 that $2,633 was 
necessary for a family to maintain a comfort (not mirtimum health and decency) standard 
in New York City. 
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(also witli allowance for unemployment) had average incomes of $1,444.^ 
The National Bureau of Economic Research’s study showed that in 1918 
average incomes in mining and transportation — occupations which are 
predominantly those of adult males— were $1,283 and $1,286, respec- 
tively.® A 1919 survey by the United States Bureau of Labor Statistics* 
of wages in twenty-two fairly typical manufacturing industries through- 
out the country revealed that weekly earnings of male employees varied 
from slightly under $20 to slightly over $30. An analysis of the National 
Industrial Conference Board’s wage data, made by Professor Douglas,^ 
revealed that in no one of the twelve industries covered by the Conference 
Board’s studies were average weekly earnings sufficient in 1918, even 
had the workers been employed fifty-two weeks a year, to enable them 
to support families at the Philadelphia Bureau of Municipal Research’s 
“minimum health and comfort level,’’* and that an average increase in 
all the industries of 37 per cent was needed to bring full-time yearly 
earnings (i.e., weekly earnings multiplied by fifty-two) up to this mini- 
mum of decency. By 1920 the situation had improved somewhat from 
the wage earner’s viewpoint, but eleven of the twelve industries were still 
found to be paying wages insufficient to enable working-class families to 
attain the Philadelphia standard, and an average increase of 27 per cent 
was needed in these eleven industries to permit attainment of this stand- 
ard.® It is beyond question that average earnings continued to be grossly 
inadequate during the War period. 

* Beal Wages in the United States, pp. 468, 472, and 477. Dr. Eng {The National 
Income and Its Purchasing Poicer, p. 146) has estimated that in 1919 annual mone)' earnings 
(data corrected for unemployment) of all workers in manufacturing, mining, agriculture, 
construction, mercantile lines, transportation, public utilities, and a group of unclassified 
industries were $1,029. 

* The Income in the United Stales, vol. 1, p. 102. 

3 “Industrial Survey in Selected Industries in the United States in 1919,’’ Buttetin S6S 
(1920). 

*“An Examination of the Wage Statistics of the National Industrial Conference 
Board,” Quarterly Publications of American Statistical Association, vol. 17 (September, 
1921), pp. 900-904. 

‘ A level, it should he mentioned, somewhat lower than embraced within the subsistence- 
plus or minimum of health and decency described in an earlier chapter' {supra, p. 66} 
and applied in the foregoing pages of this chapter. 

* The tables on p. 242 show, first, average weekly and hypothetical average yearly 
(t.e., weekly times fifty-two) earnings in 1918 and 1920, and, second, the absolute and 
percentage increases necessary to bring full-time yearly earnings up to the minimum 
described by the Philadelphia budget. (Source, P. H. Douglas, Quarterly Publications of 
American Statistical Association, voL 17, p. 903.) 

Several cautions should be kept in mind as one interprets these statistics. As has been 
.said, average weekly earnings (t.s., total payroll divided by number of names on the 
payroll) have been multiplied by fifty-two to obtain average yearly earnings. There is, 
therefore, a considerable overstatement of yearly earnings, since the workers on the 
payroll in September, 1918, and March, 1920, are assumed to have been employed every 
week of each year. It must also be remembered, however, that some of these workers 
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For reasons already mentioned, however, comparisons based upon 
average earnings are not entirely satisfactory, and it is advantageous 
to supplement the data just summarized with a report on the actual 


weie minots and that their low wages bring down the general averages by industries. 
Examination of the second table reveals that in 1918 full-time yearly earnings ranged from 
$901 in the lowest-paid industry, furniture manufacturbg, to $1,452 in the highest-paid, 
rubber manufacturing, and were between 13 and 81 per cent below the amounts necessary 
to support standard families at this modest standard of living. Many workers in each 
indnstry were, of course, earning more than the average weekly amount indicated by the 


ladnitry 

September, 1916 

Hard), 1920 

(n) 

Aveage 

actual 

weekly 

earsinga 

(t) 

Averase 
ymrly 
euaiDsa 
(a X S2) 

fc) 

ATerage 

actual 

wedcly 

earnings 

(d) 

Average 
yearly 
eamingi 
(e X52) 

Boot! aad ikoei 

Chanueal manufacturing... 

Cotton manufacturing. 

Furniture manufaetunog 

Hosiery and knit goods 

$23 62 

25 24 
20.50 
17.89 

22 50 
28.86 
27.78 ‘ 
28.20 
28.69 

27.95 
£1.48 

22. 95 

$1,226 

1.SI2 

1.066 

901 

1,170 

1,215 

1.442 

1,206 

1,282 

1,452 

1,117 

1,192 

$27.70 

85.72 

24.87 

22.87 

27.66 
80.18 
20.70 
28.82 

81.67 
86.82 
28.08 
£6. 70 

$1,492 

1.857 

1,298 

1,180 

1,488 

1,569 

1,540 

1,490 

1,647 

1.880 

1,507 

1,492 

Metal manufacturing.... 

Paper manufacturing 

Printing and pnbliabing. 

Bubber manufacturing 

Silk msBufacturia^ 

^7ool manufacturing 


Industry 

September, 1018 

Marcfa, 1020 

Amount 
needed to 
bring full- 
time yearly 
earninga to 
minimom 

Percentage 
iacKBse 
needed to 
bring full- 
time yearly 
earnings to 
mioiraum 

Amount 
needed to 
bring full- 
time yearly 
earnings tn 
minimum 

Percentage 
increase 
needed to 
bring fnU- 
time yearly 
earnings to 
minimum 

Boots and shoes 

$409 

88 



Chemical manufacturing 

825 

26 

28 


Cotton manufacturing 

571 

54 

592 


Furniture manufacturing 

788 

81 

606 


Hosiery and knit goods 

467 

40 

447 


leathff 

422 

85 

816 


Metal manufacturing 

195 

14 

SS6 


PoDcr manufacturing. 

431 

86 

886 



405 

88 

288 


Rubber manufacturiug 

185 

IS 

4> 


Silk manufacturing, , , , 

520 

47 

878 

25 

Wool manufacturing 

445 

37 

SOS 

26 


a Indicatea ezcesa. 


CoofereDcc Board's datSt and it would be biglilj erroneous to conclude tbat all workers 
were receiving less than was required to support standard families. On the other hand, 
many in each industry were receiving less than the average indicated for their industry. 
It will be noted that the situation had apparently improved somewhat by 1920. In all 
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incomes of wage-earning families during the period with which we are 
now concerned. In 1918 the United States Bureau of Labor Statistics 
made a survey of the incomes of wage-earner family heads and wage- 
earning families in ninety-two localities scattered throughout forty-three 
states, a study that included, m all, some 12,000 white and some 750 
negro families.^ The continued prevalence of the problem of inadequate 
earnings, as well as of some poverty, is indicated by the summary of the 
results given in Table 48. 


Tabus 48. — ^Incomeb of Famlieb and Heads of Famiueb, 1918^ 


Income group 

No. of 
familiez 

Cumula- 

tive 

(to 92,600) 
percent- j 
age of 
familiu 

Average 
personi 
per (amity 

i 

Average 

family 

earnings 

1 

Avemge 

husband's 

earstnga 

Percent- 

age 

husband's 
of total 
earnings 

Under $900 

832 

2.7 

4.8 

$ 782 

$ 766 

97.90 

$ 900 to ■$1,109 

2,423 

22.7 

4.6 

1,037 

1,014 

97.70 

$1,200 to $1,499 

3,969 

66.6 

4.7 

1,294 

1,262 

96.80 

$1,600 to $1,799 

2,730 

78.1 

6.0 

1,666 

1,488 

96.00 

$1,800 to $2,099 

1,694 

92.3 

6.2 

1,864 

1,691 

91.20 

$2,100 to $2,499 

706 

97.1 

6.7 

2,161 

1,786 

82.76 

$2,600 and over 

363 

2.9 

6.4 

2,684 

1,796 

66.90 

Total 

12,096 

100.0 

4.9 

1,466 

1,849 

92.73 


^ Adapted from Bouglosi Hitchcock, and Atkinsi The Worker in Modem £eonomio Soeietif, pp. 80D~SD1, 
Beaulta of this surTcy are summarized ia the ifonfUjf Labor Benev, December) 1919, pp. 29-41) 


Average family earnings, it will be noted, were found to be $1,456 — 
hardly enough in 1918 to enable a standard family to maintain a sub- 
sistence-plus livelihood — and the average earnings of husbands were more 
than $100 less. Average family income, including that derived from 
sources other than wages, was found to be $1,513. More significant are 
the facts concerning the percentage distribution of these families within 
the various income groups. Fifty-five per cent of the families were 


but one of the industries covered by the 1920 study, it is true, average yearly earnings were 
still below the amount necessary to maintain a family at this standard of decency; in that 
one industry (rubber manufacturing) an excess of $4 a year is indicated when the assump- 
tion is made that the workers were employed throughout the 6fty-two weeks of the year. 
But while in 1918 average earnings had fallen between $186 and $733 below what was 
necessary to attain the minimum standard, in 1920 (in the eleven of the twelve industries 
in which there was still a deficit) full-time yearly earnings ranged from $28 to $692 below 
the necessary amount. In all but one industry, cotton manufacturing, there had been a 
diminution of the defirit. In 1918 the percentage increase necessary to bring wages up to 
the minimum standard was 37, and in 1920 (for the eleven industries) it was 27. 

’^All single persons without dependents and not living with families were excluded 
from this study, as were also those families (o) vrithout husbands at work, (6) keeping 
boarders or more than three lodgers, (c) whose children lived with the family in the position 
of boarders, and (d) who received less than 76 per cent of their income from wages. 
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receiving incomes of less than $1,500, which was perhaps enou^ to 
maintain them at a subsistence-pins level, and 78 per cent incomes 
less than $1,800. It is significant, also, that the families covered by this 
investigation averaged 4.9, or practically five, members. To a very 
considerable extent, as examination of the table reveals, families escaped 
the minimum of subsistence level, when they did, and succeeded in main- 
taining minimum of health and decency standards, in consequence of 
the fact that the husband’s earnings were liberally supplemented by other 
income.* Moreover, the data show clearly the existence of a problem of 
poverty, as well as of insuffiment earnings. We have estimated that 
between $1,125 and $1,175 was necessary in 1917 and 1918— the exact 
amount tending to rise from the lower figure to the higher as the cost of 
living mounted during these two years, and of course varying in different 
parts of the country— to enable a family to escape poverty. But some 
2.74 per cent of the families had annual incomes of less than $900, and 
22.7 per cent incomes of less than $1,200. Approximately one-fifth of 
the total number of families investigated received incomes of between 
$900 and $1,200, the average family earnings for those in this class being 
$1,037. On the other hand, the average number of persons per family, 
and therefore the monetary needs, were somewhat less in the low mcome 
groups than in the case of all families covered by the survey.* Also, it 
is possible that the families covered by this investigation cannot be taken 
as entirely typical of wage earners in general so far as their earnings and 
incomes were concerned. All of these qualifications do not, however, 
detract from the essential fact; that a large portion received insufficient 
wages, and that the problem of poverty continued to be present on through 
the War years and into the 1920’s. The data summarized in this dis- 
cussion of the 1914-1920 period perhaps suggest the conclusion that the 
problem was not as acute as it was prior to 1914, but the difference was 
only one of degree — and certainly not of great degree. 

Sufficiency of Earnings during the 19$0’».— The years between the 
short depression of the immediate postwar years and the beginning of 
the great depression of the 19S0’s were, as has been noted in detail in a 
preceding chapter, those during which the most appreciable gain in real 
earnings enjoyed by American workers during the twentieth century took 
place. They were years of rdatively stable commodity prices, of a 
marked increase in the physical volume of goods produced by industry, of 
expansion of the value product of industry and — on the whol^of a 

^ Thus, the earnings of the husband constituted 97.9 per cent o! the total in tiie case 
of families having annual incomes of under $900; 95.0 per cent among those families having 
incomes of $1,500 to $1,800; and only 66.9 per cent in the case of those families whose 
annual incomes were $2,600 or more. 

® Examination of the third column will show that the families in the lowest income 
group were approximately onc’oighth smaller than were all the families, averaged together. 
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lag in real earnings behind value product, and — especially toward the 
end of the period — of an apparent increase in unemployment. Costs 
per unit of product in manufacturing as a whole tended to decline, mar- 
^s of profits expanded, and greater reinvestment of corporate earnings 
than theretofore, with consequent expansion of plants and equipment, 
characterized the period. Agriculture was, however, depressed during a 
considerable part of the 1920’s and within the various industrial fields 
the prosperity was spotty. Relocation of important industries, especially 
the southward migration, depressed wage standards to an extent, brought 
unemployment in the abandoned regions, and occasioned a certain amount 
of general maladjustment. For the most part, however, these darker 
aspects of the pictoe went unnoticed. To the.majority of the people — 
perhaps even to a majority of the workers — ^there came the exuberance 
consequent upon the conviction that at last the business cycle was under 
control, that “the poorhouse was passing from among us,” and that the 
era of two cars in every garage was about to dawn. 

It is easy to look back from the vantage point of 1930’s disillusionment 
and assume, too facilely, that the much vaunted prosperity of the 1920’s 
must have been unreal. Ephemeral and accompanied by economically 
sinister undergrowths it undoubtedly was, to a very considerable extent; 
but it was not entirely unreal, nor did the economically more submerged 
classes fail to participate to some extent in it. Indeed, comparisons such 
as those we have made for two earlier periods indicate about what one 
would expect in view of the trend of real earnings, so far as the extent of 
poverty and inadequate earnings were concerned: that there apparently 
was some diminution of poverty, that a larger portion of the wage-earning 
families were able to maintain minimum health and decency livelihoods, 
but these problems of poverty and insufficient earnings far from dis- 
appeared. It wiU be convenient first to survey the trend of average 
earnings in the more important branches of industry and compare these 
with our estimates of monetary costs of the standards of living, and, 
second, to summarize briefly the results of some of the more important 
standard of living studies made during this period. 

Estimates have already been presented showing that during this 
period of relatively stable prices between $1,050 and $1,250 would have 
been necessary in the larger American cities to bring a standard family 
just above the poverty level, and that between $1,475 and $1,800 was 
necessary for maintenance of a minimum of health and decency liveli- 
hood.^ In comparison with these estimates, the following data on aver- 

^ Supra, pp. 64-66. Here, again, the estimates of various individuals and organizations 
of the amounts necessary for decent livelihood may be cited for comparative purposes. 
In 16E1 Drs. S. Blum and Jessica Fmotto estimated $2,060 to be the amount necessary 
to maintain a standard family at a miiumum of health and decency standard in San 
Francisco, Los Angeles, and Sacramento (quoted by F. H. Douglas, in Wages and the 
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age annual earnings of all workers in manufacturing, coal mining, and 
transportation, of building-trades workers, and of unskilled workers may 
be placed: 


Table 49. — AvEBAaB Akmoal Eabningb or SEa-EciED Groufs op Wage Earkers, 

19*l-19a6> 


Year 

Average annual earntnga 
of wage earnen in manu- 
facturing, coal mining, 
and tranaportaiion 

Amrage annual earnings 
of butldlng-tr&dea workers 

Avenge annual earnings 
of unskilled workers 

1921 

$1,008 

$2,404 

$1,014 

1922 

1,027 

2,247 

983 

1923 

1,256 

2,479 

1,118 

1924 

1,196 

2,664 

1,132 

1926 

1,262 

2,761 

1,170 

1926 

1,304 

2,933 

1,184 


^ This table has been compiled from the data presented bp Profcsaor Douglas in Heal Wooei in the Uniled 
SUitee on pp. 4QS, 47S, and 477 a In eaeh esse allowance for unemploymentt but not for part*time employmeoti 
bos been made. The estimates have, however, been made upon a somewhat different basis in tbe three cases, 
and these differences in methods cause the figures to be not strictly comparable. In tbe case of workers in 
manufacturing and transportation, total payroll for eoek year wos divided by the number of workers on the 
payroll, to obtain average annual earnings per emploj^d person, and average annual earnings per employed 
person have then been multiplied by the estimated percentage of those attached who were employed 
hy 100 per cent minus the percentage of unemployment). Earnings of cool miners were estimated by the 
method described in a preceding chapter (tupra, p. 104) and a similar method of allowing for unemployment 
was followed. In the case of the bnilding*trades workers Professor Douglas computed wbot iull>time weekly 
earnings would hove been bad union rates — no more, no less— been paid, reduced these figures to a yearly 
bosu by multiplying by fiftV'-one (the number of fulUtime weeks in o year after allowing for holidays), then 
muIUplied tbe rcaultaut yearly earnings by tlie proportion of building-trades workers beBeved to be employed 
each year. This method does not make allowance for time lost by workmen while occupying their jobs, for 
the difference between actual hourly earnings and the union rate, or for the fact that unorganised building' 
trades workers were paid lubitautially less than the union rates. In tbe ojunton of tbe authors, the aggregate 
method perhaps wos to overstate by a substantial percentage the actual money yearly eomingi of 
boilding-lrodes workers. In tbe case of the unskilled workers tbe method followed was that of multiplying 
their average full-time weekly earnings by fifty-one, and then to apply the percentages of unemployment in 
manufacturing, trauiporlotion, construction, and mining. It should be apporeut that these differences in 
method make the figures not strictly comparahfe. They might, in foct, account for the rother surpriimg fact 
that in the above toble mousy earnings of unskilled workers in 1021 ore shown to be slightly in excess of those 
of all workers in manufacturing, cool mining, and traniportotion in 1921, 


Family). The same year the Notional Industrial Conference Board set $1,698 as the 
necessary minimum in Detroit. In 1922 the Labor Bureau. Inc., estimated $2,080 to be 
the amount necessary to maintain a mimmum health and decency standard, and $2,416 
the amount necessary to maintain a comfort standard, in Heading, Pa. {Wapes and 
the Cost of lAmng), In 1926 the Chicago Council of Social Agencies estimated that $1,902 
was necessary to support a family of five at the minimum of health and decency in that 
city {Chisago Standard BadgeiJoT Deyendenl Families, 1928 rev., p. 38). In 1927 and 1928 
the National Industrial Conference Board estimated $1,660 to be the amount necessary, 
as an average, in twelve large, medium-sized, and small industrial cities [The Economic 
Status of the Wage Earner in JV«o York and Other States (1928), p. 86]. The Labor Bureau, 
Inc., set $2,206 as the amount necessary fw a minimum of health and decency, and $3,440 
ns the amount necessary for a comfort, standard in New York City {Fads for Workers, 
February, 1931, p, 2), The same organization estimated these amounts in 1930 to he 
$2,061 and $3,216, respectively {ibid,). 
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The conclusions to be drawn are almost self-evident. It was not 
until 1923 that the average annual earnings of all wage earners in manu- 
facturingi coal mining, and transportation were above the amount neces- 
sary to support a standard family above the poverty level, and as would 
be ejqpected the earnings of unskilled workers were (except in 1921) even 
lower. In no one of the years were average annual earnings of the mem- 
bers of either of these two groups sufficient to provide for support of a 
standard family at a minimum of health and decency level. Again, 
however, it must be remembered that these data are averages of the 
earnings of all workers in each group, including women, minors, partially 
incapacitated persons, and others whose earning power was low or who 
did not have families to support. The figures indicate two things: (o) a 
continuance of the problems of insufficient earnings and of some poverty, 
and (b) a diminution, especially as annual earnings rose after 1922 while 
the cost of living remained fairly stable, in the extent or acuteness of 
these problems. Building-trades workers are seen to have enjoyed a 
preferred status, their average annual earnings being sufficient through- 
out these six years to provide for support of families at a decent level, 
although, as is indicated in the footnote to Table 49, there is some reason 
to believe these estimates overstate rather than understate their earnings.* 
Some industries, of course, paid their workers substantially higher wages 
than did others,* but the general situation and trend are indicated by 
the data that have been quoted. Between 1926 and the third quarter 
of 1929 the general trend of earnings, as has been indicated earlier,® was 

® It may be mentioned, in passing, that the estimates of Drs. King and Brissenden are 
not greatly at variance from Professor Douglas’ estimates of annual money earnings during 
the years with which we are here concerned. Dr. King {The National Income and Its 
Purchating Power, 1930, p. 140} has estimated that average annual money earnings of 
workers in all industries were $1,150 in 1023, $1,170 in 1026, and $1,206 in 1627. Dr. 
Brissenden (Census Monograph X, p. 07) has estimated that average annual earnings in 
manufacturing were $1,317 in 1023, $1,402 in 1926, and $1,373 in 1927. 

’ An examination of annual earnings in the various manufacturing industries in 1926 — 
which we select for illustrative purposes because it is the mid-year in the period here under 
survey and also because it was typical of the period as a whole — as set forth in Chaps. 14 
to 22 of Professor Douglas’ Real Wagee in the United Slates reveals these facts: In five of the 
sixteen manufacturing industries studied (boots and shoes, cigars and cigarettes, cotton 
goods, fruit and vegetable canning, and silk-goods manufacturing) average annual earnings 
were less than $1,160. In nine of the sixteen industries (boots and shoes, cigars and 
mgarettes, cotton goods, fruit and vegetable canning, furniture manufacture, glass, men's 
clothing, silk goods, and woolens and worsteds) average annual earnings were under $1,300. 
In twelve of the sixteen industries (boots and shoes, cigars and cigarettes, cotton goods, 
electrical machinery, foundry and machine shops, fruit and vegetable canning, furniture 
manufacture, glass, men’s clothing, silk goods, slaughtering and meatpacking, and woolens 
and worsteds) average annual earnings were below $1,000. In only four of the sixteen were 
average annual earnings above $1,000. These (with the overage earnings per worker in 
each case) were: iron and steel rolling mills ($1,069), motor vehicles ($1,062), newspaper 
and periodical printing ($1,860), and petroleum refining ($1,002). 

‘ Supra, pp. 112-116. 
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upward, and the extent of poverty and insufScient earnings undoubtedly 
diminished somewhat during these years. 

These averages of annual money incomes, compared with the cost of 
maintaining given standards, have the virtue of suggesting the situation 
over the country as a whole, but they are subject to already mentioned 
important qualifications. The advantages of studies in which all family 
income is tabulated in each individual case and compared with the amount 
necessary to maintain decent livelihood in view of the number of persons 
in each family and its age and sex composition dictate that we turn to 
some of the more complete and inclusive of these studies before leaving 
our survey of the poverty and inadequate earnings situation of the 1920’s. 

In 1935 a study of earnings and standards of living of unskilled and 
semiskilled workers in Chicago was completed by Dr. Leila Houghteling.' 
While the results cannot be taken as indicative of the situation of skilled 
workers,® the group of 467 families selected for intensive study was prob- 
ably in somewhat better circumstances than the majority of the families 
of unsldUed and semiskilled workers,® and the results set forth certainly 

TabIiE so . — ^EAitiniiQS of Hbass of Paiulifs as Ihdicatfd bt Patboll Data 


Cumulative 

Eonifigs Fereeateges 

less than {I 900 1.4 

Less than 1,000 4.0 

Less than 1,100 13.5 

Less than 1,200 25.3 

Less than 1,800 40.2 

Leasthan 1,400.... 55.1 

Less than 1,500 74.3 

Less than 1,600 84.9 

Less than 1,700 90.6 

Less than 1,800 95.3 

Less than 1,900 96.7 

Less than 2,000 98.4 

Less than 2,100 98.7 

Less than 2,200 99.8 

$2,200 and over 0.2 


^ Ths Income and Standard of Ltatnp qf UrukSled Laborere in Chieaffo (University of 
Chicago Press, 1927). This study, directed by the Local Community Hesearch Committee 
of the University of Chicago, had its inception in an attempt to ascertain whether the 
Chicago Standard Budget" of the Coundl of Social Agencies of that city, described in an 
earlier chapter (supra, pp. 70-71), provided for dependent families an unnecessarily high 
standard of living, or one better than the unskilled worker could provide for his family. 
This budget — worked out, it will be remembered, in terms of maintenance cost as varying 
according to the number of persons of (hfierent ages and sex in different families^was 
compared in the case of each family studied with the earnings of the chief breadwinner and 
with total family earnings. 

* Also, 18.6 per cent were negro families, while in 1920, according to the Census, only 
4.9 per cent of the adult mates in Chicago were negroes. 

3 The beads of these families were male wage earners who, except in fourteen of the 
cases, had been carried on the books of the firms employing them throughout the entire 
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do not overstate the problem of low wages among them. Data obtained 
from the payrolls of the firms employing the chief breadwinners (during 
the year 1924) showed the results presented in Table 50. 

It will be noted that about one-fourth of the families would have been 
living in poverty had they been standard in point of needs and had they 
been solely dependent upon the earnings of the chief breadwinner. In 
the case of more than two-fifths of them, however, others than the father 
contributed to the family income,^ and actual family living standards 
were consequently higher than they otherwise would have been. The 
percentage distribution of the families according to income received from 
aU sources was found to be as follows: 

Table 51. — ^Pebceniaoe DiBrnrauTioN op Selected CnicAQO FAmuES Accobding to 
Income Receiveo fboh All Soedceb 

rercenUge of 


Income FamUies 

$ 800 to $1,000 1.1 

1.000 to 1,200 0.6 

1.200 to 1,400 16.1 

1.400 to 1,600 17.2 

1.600 to 1,800 16.3 

1.800 to 2,000 8.8 

2.000 to 2,200 10.3 

2.200 to 2,400 4.7 

2.400 to 2,600 4.5 

2.000 to 2,800 2.1 

2.800 to 8,000 2.1 

3.000 to 3,500 3.2 

8,500 to 4,000 1.6 

4.000 to 4,600 0.7 

4.600 to 6,000 1.1 

6.000 or more. 0.7 


year 1024. More than half of the male heads of these families (64.2 per cent) had been 
employed by the firms for ■which they were working for four years or more. The great 
majority of these men were at the age of maximum earning capacity, 95 per cent being 
between twenty-five and fifty-four years of age, and 78 per cent under forty-five years of 
age. Forty-raght per cent of them lost no working time during 1924, while pracrically four- 
fifths (79 per cent) lost less than six_ weeks. 

* Miss Houghteling's classification of families in accordance with sources of income was 
as follows: 

Percentage of 

Source of Earoingi Fomiliea 

Father only 

Father and mother 

Father and children 

Father* mother, and children 

In 108 of 464 families (in three of the 467 cases mothers were not living with the families) 
mothers were employed at least part of the time during the year. More than one-fourth 
of these mothers (27.9 per cent) were employed fifty-two weeks during the years, almost 
two-fifths (89.2 per cent) were employed more than twenty but less than fifty-two weeks, 
and 32.9 per cent were employed less than twenty weeks. In the same number of familieE 
(108) children were also employed. 
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This table shows that 44 per cent of the families had incomes of less 
than $1,600 and 60 per cent incomes of less than $1,800, although between 
$1,600 and $1,800 would have been necessary to support a standard 
family at the subsistence-plus level at that time. But probably, as has 
been pointed out earlier, uncritical acceptance of the standard family 
assumption has resulted in something of an overstatement, by many 
students and writers, of the actual extent of poverty and inadequate 
earnings; and Dr. Houghteling’s comparison, in the case of each family, 
of what was necessary in view of family composition to maintain the 
Chicago standard budget with family income bears out the conclusion 
that there has been such overstatement. The incomes of 64.4 per cent 
of the families were found to be in excess of the amount necessary to 
maintain the cost of living provided by this budget, while 44.6 per cent 
had incomes insufficient to procure this minimum quantum of necessities 
and minor comforts. The outstanding fact revealed, however, is that, in 
spite of considerable augmentations of family income as a result of the 
employment of wives and children, and with allowance made for the 
nonstandard character and therefore for the varying needs of the different 
families, a large number of them were unable to maintain decent standards 
of living during the prosperity years of the 102O’s. 

One of the most illuminating of the local studies made during this 
period, because of the light it throws upon both the incomes and the 
needs of wage-earning families as well as because of its comprehensive 
character, is the one made in 192S and 1924 by Professor Franc McCluer, 
who studied 2,623 wage-earning families living in forty-one city blocks 
in Chicago.* Only a summary of the more important conclusions and a 
suggestion of the methods followed can be given here, (1) Of the 2,623 
wage-earning families studied, 72.3 per cent were found to be living at a 
level slightly above the minimum of subsistence, 16.8 were living at the 
bare subsistence level, and 10.9 per cent were in poverty.® In other 
words, 28 per cent of these families were financially unprepared for so 

• Eranc McCluer, I/ain) Condiliont Amutf Wagf-eaming Familia in Fortg-one Slooh 
in Chimgo (an unpublished doctoni] dissertation). 

’ Professor McCluer tabulated individual earnings and compared these with the cost of 
maintaining two standards of living, one being that used by the Cbicago Council of Sodal 
Agendes for relief in charity cases, described in a preceding chapter and also used in Miss 
Houghteling's study and the other a lower budget All families covered by the investiga- 
tion were divided into three dasses. Class A, induding the "moderately well-to-do’’ 
(or those hadng incomes equal to or in excess of the cost of the higher budget). Class S, 
induding those in meager drcumstances (those with incomes suffident to puicbase necessi- 
ties but not enough for major emergendes or minor sodal pleasures), and Class C, induding 
those living in poverty (those unable to attain the living standard descrihed by the lower 
of the two budgets). *rhe lower budget with which individual and family earnings were 
compared is regarded by charity organisations in Chicago as necessary for bare subsistence. 
The higher budget allowed for slightly greater expenditure for the necessary items and also 
for small savings, church, lodge dues, and inddentals. 
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common a crisis ns illness or temporary unemployment. (2) The major- 
ity of those families who escaped poverty or were able to live at above 
the minimum of subsistence level succeeded in doing so, however, because 
of contributions to family income from members other than the chief 
breadwinner and because the families included fewer than five members, 
,rather than because the earnings of tlie head of the family were suflBcient 
to support standard families at or above the higher level. On the average 
1.45 persons were employed in each family, while the average family size 
was 4.7 persons.* The inadequacy of the earnings of the heads of families, 
who constituted 58.G per cent of the earners in these families and con- 
tributed on the average G4.1 per cent of the family income, to provide for 
the support of standard fiimilics and the importance of contributions of 
other members are indicated by the following data on average annual 
earnings of the different groups of wage earners: 

Table C2. — AranAOB Antcual Eabnikcs op Five Gnoups op IVaob Eabners 


Average annuM earnings of husbands $1,4G0 

Average nnnual earnings of nives 859 

Average nnnual earnings of unmarried males 1,080 

Average annual earnings of unmarried females 850 

Average annual earnings of children 449 


(3) Sixty-thrcc per cent of the husbands were found to receive less 
than the wages necessary to maintain tlic higher level (i.e,, above the 
subsistence level, or practically the minimum of health and decency 
level) for a standard family, and 27.4 per cent of them earned less than 
enough to support a family at the bare subsistence level, even on the 
assumption that not a day’s time was lost because of sickness, unemploy- 
ment, or for any other reason.® (4) Only a minority of the families were 

* Wages Tvere found to conslilule 92.1 per cent of the total income of the families studied, 
the other 7.9 per cent coming from own account businesses, rents, boarders, disability insur- 
ance, and miscellaneous sources. Of the wage earners, 58.0 per cent were husbands, 
9.6 per cent were irives, 18.7 per cent were unmarried males over 10 years of age, 12.0 per 
cent were females over 10 years of age, and 0.7 per cent were children under 10. Husbands 
on the average contributed in wages 04.1 per cent of the family income, wives 4.7 per cent, 
unmarried males over 10 years 15.1 per cent, unmarried females over 10 years 8 per cent, 
and children under 10 years 0.2 per cent. 

‘ Professor McCluer in attempting to ascertain the “carrying power” of the wages 
received by male heads of families, made use of the ammain scale of Sydenstricker and King, 
described in an earlier chapter (supra, pp. 09-70). For a standard family, he estimated, 
8.108 ammahis would have been required. To support n family at the higher of the two 
levels we have described, it was found, a wage earner must have had, in 1923, an annual 
income of $1,880, or $32.31 a week and constant employment throughout the year; while to 
maintain a family at the lower level— ]uat “hove the poverty line— a yearly income of 
$1,202, or a weekly income of $24.25 and steady employment, was necessary. As is said 
above, 03 per cent of the husbands were found to receive less than the $32.31 necessary to 
maintain the higher level for the standard family, while 27.4 per cent earned less than the 
$24.25 n week necessary to support a family at the bare subsistence level. The modal point 
in the distribution of husbands’ incomes was found to be 10 per cent below the $32.31 a week 
accessary to maintain the higher level for the standard family. SigniBcant differences were. 
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standard in point of needs, and less than one-third (30.8 per cent) were 
found to have needs equal to or exceeding those of the standard (i.e., of a 
family of five).* “Our approaches to the question of the frequeney of 
the family having needs of what has been so commonly used as a standard 
family,” concluded Professor McCluer, “admit of but one conclusion: 
Needs equal to or in excess of those of this standard are present in only a 
little more than three-tenths of the cases at a given time.” (5) Finally, 
it was found that of the total number of families conforming approxi- 
mately to the so-called standard, slightly less than half were dependent 
upon only one wage earner, while 65 per cent of the families with less than 
standard needs were dependent solely upon the male head of the house- 
hold.*’ The obvious conclusion to be drawn is that unwillingness to 

as might have been expected, found in the distribution of wage rates among workingmen of 
fanulies in the several economie status groups. Of the male wage earners in Class A, 
68.S per cent earned a weekly wage insufficient to support at the higher level a family whose 
requirements could be expressed by the sum of 3.108 ommatnt, while 6T.S per cent of the 
husbands in Class B families and 90.2 per cent of the husbands in Class C families earned 
less than this amount. These estimates, however, are upon the assumption of steady 
employment throughout the year. The estimate of actual yearly incomes of the husbands 
showed that of the entire group 34.6 per cent did not recmve enough, if the family bad 
requirements equal to those of the standard family and if it were dependent upon one 
wage earner, to enable it to live upon a bare subsistence level. The annual wage most 
frequently received was found to be from 1 to 10 per cent bdow this very low standard. 
In Class A families, however, 61.7 per cent of the husbands recrived an annual wage in 
excess of this lower level, while 46 per cent of the wage earners in Class B and only 32.1 
per cent of those in Class C families received wages in excess of the amount necessary to 
maintain a standard family at a bare subsistence level. On the basis of the higher budget, 
73.4 per cent of the husbands were found to be recriving less than the $1,680 required to 
keep a standard family at this level, the modal point in the distribution being between 
20 and 30 per cent below this amount. Of the male wage earners in Class A, 63.4 per 
cent earned less than this amount for the year, while 90.7 per cent of those in Class B and 
67.1 per cent of those in Class C earned less than $1,680 during the year. Fractically 
three-fourths of the adult males in these representative blocks were therefore unable to 
support a standard family at this very moderate level. 

‘ Of the entire number of families covered by the study (2,628), Sf per cent were found 
to consist of at least five members, while the average size of the families, it will be remem- 
bered, was 4.7 persons. Of the 2,306 families having both husband and wife present, S6.£ 
pec cent consisted of husband, wife, and at least three cluldren, although not all children, 
of course, were under fourteen years of age. Professor McCluer deemed it more satis- 
factory, however, to apply the ammain scale for the standard family and to ascertain bow 
many wage-earning famiUes in the total group had needs equal to or in excess of those 
represented by 3.168 ammaim. Leas than one-third (30.8 per cent) of the families were 
found to have needs equal to or exceeding those of the standard. The mean needs were 
found to be represented by 2.262 ammains, 21 to 30 per cent below the level of the require- 
ments of the standard family, while the median point in the array of families was between 
1 and 10 per cent above this level. 

^ Of the entire number of families studied, two-thirds (66 per cent) were found to be 
dependent upon one wage earner, 20.3 per cent upon two, 9.8 per cent upon four or more, 
and 2.9 per cent upon five or more. But although a large percentage of the families had 
only one wage earner, only a minority of these families were "standard” in terms of needs 
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accept a low standard or inability of the chief breadwinner to provide a 
bare living for his family goes far to account for the larger number of 
wage earners in the families having needs as great or greater than the 
standard. Professor McCluer was led to conclude: “If unwillingness 
to accept a very low standard or inability to make a mere living be the 
explanation of the presence of wage earners other than the chief bread 
winner, certainly we should not conclude that since wage-earning families 
are not usually dependent upon one wage earner, the worker’s earning 
power should not be related to the problem of supporting a family without 
other help. Such an argument is no more tenable than the suggestion 
that standard of living studies are without point because many families 
live below the standard described.”* 

Two Chicago studies have been summarized in considerable detail, 
for they are suggestive of the extent to which poverty and inadequate 
earnings continued to be prevalent, especially among the unskilled and 
semiskilled workers, during the 1920’s, and others made during the period 
may be mentioned more briefly. They suggest much the same conclu- 
sions. An investigation undertaken in 1927 by the University of Minne- 
sota Agricultural Experiment Station of 395 families in eleven small 
Minnesota communities showed that average annual family income of 
the families of common and semiskilled labor was below $1,500.* A 

os well ns source of income. Families consisting of husband, wife, and three minors, 
entirely dependent upon the earnings of the husband, constituted 7.5 per cent of the total 
number, while 9.8 per cent of the families had a composition creating needs greater than 
those of the "standard'' and at the same time were dependent upon only one male wage 
earner. Hence 17.3 per cent of the total number were dependent upon one breadwinner 
and had needs equal to, or greater than, those of the standard family. It was also found 
that 18.4 per cent of the families had at least five members, two or more of whom were 
wage earners, and that about one-fourth of this 18,4 per cent would have been standard 
families in terms of both needs and sources of income bad it not been for the fact that the 
mother or a child under working age (14 years) was employed. 

* The extent to which relatively small income from sources other than the earnings of 
the chief breadwinner was responsible for keeping families above the poverty level or the 
bare subsistence level is indicated by the following facts: Exclusive of families with female 
heads, i23 per cent of the Class A families had a female adult at work in addition to the 
chief breadwinner, 16.5 per cent bad minors at work, and 11.8 per cent had gainfully 
employed adult males other than the chief breadwinner. Of the Class B families, exclusive 
of ^ose with female beads, 10.1 per cent had adult females, 23.0 per cent had minors, and 
4.0 per cent had adult males as additional wage earners. Of the Class C families (those 
living in poverty), exclusive of those with femole heads, 18.7 per cent had adult females, 
18.6 per cent had minors, and 2.8 per cent hod adult males making supplementary contri- 
butions to the family income. Hence the burden of augmenting the fomily income fell 
chiefly upon adult females, usually wives, in the A group, upon nunors in the B group, and 
upon adult females and minors about equally in the C group. A large proportion of the 
adult female wage earners were wives. More children were found to be working in the 
lower economic groups than in the Class A families. 

* “Handbook of Labor Statistics,’’ U. S. Bureau of Labor Statisties, BuUelin Sil, 
1991, pp. 119-122. 
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study of the annual earnings of 469 maintenance-of-way employees’ 
families in ten states in 1928, made for the Children’s Bureau of the 
Department of Labor by Dr. Helen R. Wright,’ disclosed that none of 
the 469 fathers had earned as much as $1,250 during the preceding year, 
and that 78 per cent of them then had annual incomes of less than $1,000. 
All but fifteen of these families were found to have supplemented earnings 
in one way or another, but still 85 per cent of the families had incomes of 
less than $2,000, 80 per cent of less than $1,750, and 73 per cent of less 
than $1,500. "With all their efforts,” commented Dr. Wright, “the 
living they got was usually all too meager, and the children were brought 
up in miserable houses — overcrowded, poorly constructed, and with little 
in the way of modern plumbing — and in undesirable surroundings. They 
seldom went hungry, but their food was often monotonous and inade- 
quate. All too frequently their clothing was shabby and patched, and 
repeatedly it appeared that normal social life and recreation were not 
enjoyed because of the conditions of the clothing.” Examples of more 
favorably situated groups are to be found in studies made of typograph- 
ical workers — always a relatively highly paid group — and of workers in 
the men’s clothing industry. In 1927 the Heller Committee for Research 
in Social Economics at the University of California found that the average 
annual income of eighty-two typographers’ families in San Francisco 
was $2,819,* and in 1930 the New York State Board of Housing found the 
average annual incomes of 400 families living in the Amalgamated Cloth- 
ing Workers’ Apartments to be $2,880.* The United States Bureau of 
Labor Statistics in 1929 found the average annual family income of 100 
families of the Ford Motor Company Uving in and near Detroit to be 
$1,712.* 

Earnings during the Depression , — The tremendous maladjustments 
in American — and world — economic life after 1929 resulted, as almost 
everyone knows, in a lowering of standards of living of persons in almost 
every walk of life. The very character of these maladjustments is such, 
however, as to make comparisons like those we have made in the preced- 
ing paragraphs rather meaningless. Weekly earnings of the majority 
of employed persons, as was indicated in Chap. EE,* probably did not 
decline more than did the cost of living, and it is likely, as is pointed out 
shortly, that “full-time yearly” earnings (i.e., weekly earnings multiplied 

1 Helen R. Wright, “Welfare of Children of Maintenonce-of-way Employees,** tJ. S. 
Children’s Bureau, Publication gll, 1932. 

* Cost of Living Studies, Quantity and Cos! Estimate of the Standard of Living of the 
Professional Class, Univeraty of Cnliforma Publications in Economics, vol. S, no. 2 (1928). 
Cf. also National Industrial Conference Board, Cost tif Living in the United Stales, 19H- 
1920, p. 169. 

® Ascher Achinstein, The Standard of Living of iOO Families in a Model Housing Project 
(New York State Board of Housing. 1931), pp. 28, 86. 

* Monthly Labor Review, vol. 30 (1930), pp. 11-34. 

» Supra, pp. 118-121. 
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by fifty-one) did not change in such a manner as to afiect appreciably 
the proportions of the population living in poverty and below the mini- 
mum health and decency level. On the other hand, widespread unem- 
ployment raised — ^probably to the highest point in American history — ^the 
number of persons actually in poverty or living at the miniimini of sub- 
sistence, and millions were kept out of destitution only by the unemploy- 
ment relief furnished by the federal government. Early in 1935, when 
federal relief activities were at their height, some 4,618,000 families and 
851,000 single persons, a total of 20,670,000 persons or 17 per cent of total 
population, were reported by the Federal Emergency Relief Administra- 
tion to be receiving relief.* The abnormality of the situation dictates 
that we refrain from drawing too definite comparisons with the preceding 
periods, and emphasizing too much the startling contrasts, but of the 
tragic decline of living standards during the worst years of the depression 
there can be no question. While quantitative measurement of changes 
in the percentage of workers unable to maintain what we have defined as a 
“socially desirable” standard of living must be left to those whose tem- 
peraments lure them into the realm of hazardous statistical adventure, the 
general eSect of the depression upon standards of living is so apparent 
as to make statement of it almost gratuitous. Regularly employed 
workers and their families probably did not have to retrench to a great 
extent, but in consequence of the sporadic character of the employment 
of millions, and of the long periods of unemployment experienced by other 
millions, the standard of living of the American working class as a whole 
underwent its greatest twentieth-century retrogression.* 

The Question of Causes and the Problem of Control. — ^It is not neces- 
sary that detailed summary of the material covered in the preceding pages 
be made at this point. The general conclusions to which the data point 
are. unmistakable. Even before the depression, a substantial majority 
of the adult male wage earners did not receive enough to support families 

* Statistical Abstract of the United States, IBSfi, p. 326. 

* Inferences dnnm from weekly and full-time yearly earnings of employed workers 
during the depression years carry only limited significance. They resolve themselves, 
indeed, merely into a statement of what was said in Chap. II: that the purchasing power of 
hourly earnings did not decline, on the whole, during the depression, that even in spite of 
the shortening of the working week those workers who had fairly steady employment 
probably did not lose in purchasing power of weekly earnings, but that tbe working class as 
a whole sustained a tragic retrogression in living standards consequent upon widespread 
unemployment The following data on weekly and full-time yearly earnings are therefore 
presented only for what they are worth. The data on weekly earnings are from twenty-five 
manufacturing industries, as reported in Statistical Abstract of the United States, 1936, 
p. 321. In the second, fourth, and rixth columns, weekly earnings times fifty-one (the 
number of working weeks during a year after allowance for the various holidays) are 
presented. Weekly earmngs, it will be recalled, are derived by diriding total payroll by 
the total number of names on the payrolls, and therefore take account of part-time employ- 
ment. Full-time yearly earnings, however, take no account of that tremendous factor 
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of the average size at a minimmn of health and decency level. Family 
ineomes have been augmented to a rather great extent among the lower 
income groups by contributions from the wife and children, but still a 
majority of the vmsldlled and semiskilled, and a large number of the 
skilled, wage-earning families have received incomes insufficient to main- 
tain this modest standard of living. Probably not more than one-third 
of the wage-earning families at any one time have needs as great as, or 
greater than, those of the assumed standard family, and in terms of both 

— ■ - V 

during these years, the weeks of unemployment during each year sustained by many 
workers. 


Ateraos WeesijT AiTD Fxrur-Tiin: Yeablt EABimfos or Wobcebs Attacsed to MANorACTTniiKa 


Year 

Weeklj 
earniagi, 
all wage 
earoen 

Fnll-time 
yearly 
earaiogi, 
all wage 
eornera 

Weekly 

earaiogAi 

anakilied 

males 

Full-time 

yearly 

earniagt, 

UBildlled 

males 

Weekly 

earnings, 

male, 

skilled and 
unskilled 

Full-time 
yearly 
earnings, 
male, akilled 
and unskilled 

Weekly 

earnings, 

female 

1029 

$28.54 

$1458 84 

$24 87 

$1242 B7 

<92.03 

$1664.18 

$17.62 


28 90 

1820 00 

21.04 

1118.94 

29.18 

1488.18 

18.00 


22 63 

1184.18 

19 1ft 

978.1B 

28.08 

1277.85 

14.70 


17 08 

869 88 

14 49 

7S8.99 

19 48 

098 48 

11 70 


17 71 

003 21 

14 91 

760 41 

20 26 

1088.26 

12.86 

1984 

20.12 

1020.12 

10.42 

887.42 

22.41 

1142.01 

14.44 


Two conclusions appear to be warranted: that the earningB of the average worker in 
manufacturing, on the assumption of employment throughout the year, were adequate 
to maintain a standard family at above the poverty level during each of these years, and, 
second, that in none of the years were the earnings of the average worker sufficient to 
support a standard family at the minimum of health and decency level. Comparison with 
the estimates of the amount necessary to enable a family of the assumed size to escape 
poverty during the depression years and of the amount that would have been necessary 
to make possible maintenance of a health and decency livelihood, as pven in Chap. I 
{supra, pp. C4-C7), points to the concluaon that the decline in weekly earnings of those 
fortunate enough to have Jobs kept, on the average, mthin the limits of the cost of living 
decline. But the qualificaUons that necessarily have to be appended to these conclusions 
give, as an aggregate effect, a much less favorable picture of the conditions of the workers. 
In the first place, the assumption of employment every week of these years, is, as almost 
everyone knows, a highly fictitious one. In the second place, the wage figures, like some 
of those presented in earlier sections of this chapter, ore based upon averages for each 
industry. Many of the wage earners re<^ved more than the average, and of course many 
received less. In the third place, a caution already made a number of times must be 
repeated: that only a minority of the male workers had families that were standard in 
point of needs. In the fourth place, it should be noted that average full-time yearly earn- 
ings of unskilled males employed in manufacturing were not sufficient, during the worst 
of the depression, to make possible the support of standard families above the poverty level. 
Finally, reference must be made once more to the fact of widespread unemployment 
TVhile weekly earnings (and by the method of multiplication full-time yearly earnings) 
of those employed were declining, prior to 1933, in the manner portrayed above, the 
employment indexes were going into an almost dizzy downswing, less than sixty per cent as 
many workers being employed at the depth of the depression as during the late 1920's. 
The data just discussed are for manufacturing wage earners, but the indicated conclusions 
arc opplicablc, with some modifications, to other branches of economic activity* 
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needs and sources of income probably not more than one-fiftb of the 
families conform to tbe assumed standard. But even with these quali- 
fications, the problems of inadequate wages and of poverty have been 
too prevalent to be ignored. 

The question of why there has been such an extensive problem of 
insufficient earnings is, in a large sense, the vast, complex, and baffiing 
question of why the national income has been distributed as it has, a 
question which has already been given detailed consideration, and one to 
which we shall allude in other connections later. There are, of course, 
causes of poverty that cannot be attributed primarily to the economic 
environment of the workers, but which are, rather, personal and sub- 
jective in character. We always have with us the aged, the incapacitated, 
the subnormal — groups whose economic value as productive members of 
society is low and whose earnings tend to bring down the general average 
of wages paid in industry. For these groups the problem is primarily 
one of state aid, occupational and personal rehabilitation, and social 
insurance. Physical and mental degeneracy, in some cases inherent in 
the germ cell and hence hereditary, is the direct cause of some poverty. 
The fact that pauperism, crime, drunkenness, and the various other 
forms of vice leading to poverty and destitution have been noted to 
run in given families from one generation to another suggests causes that 
are not primarily economic or environmental, and the need for approaches 
that arc eugenic and educational in character. Feeble-mindedness^ and 
disease must also be included in an enumeration of the primarily personal, 
rather than economic or environmental, causes of poverty and destitu- 
tion — although no small amount of disease is, of course, the direct or 
indirect consequence of insufficient earnings, and then in turn, as the 
vicious circle continues, acts as a causal factor in the reduction of the 
earnings of the diseased persons. There is convincing evidence that, 
except during periods like the depression of the 1930’s, sickness is the 
chief or an important contributory cause in relief cases.® But certainly 

‘ Dr. H. H. Goddard, in bis book, Feekle-mindedness (1S26), bas estimated that half the 
inmates of almsbonses have been feeble-minded. Since feeble-mindedness, unlike an 
appreciable portion of insanity, is hereditary rather than acquired, the elimination of the 
feeble-minded is not so much a problem of education as of eugenics. 

° Dr. E. T. Devine {Misery and Us Causes, 1013, p. 54) has gone so far as to state that 
76 per cent of poverty, not the 26 per cent that has been more commonly estimated, may be 
attributed to disease. Sidney and Beatrice Webb {The Prevention of Destitution, 1912, 
p. 16), writing of the three to four million destitute persons in the United Kingdom, have 
smd that "with regard to at least one-third of these— we might almost say one-half— the 
recruiting sergeant who brings them in is sickness, the sickness that, so far as concerns 
three-fourths of the population, we have proven to be preventable.” It will be remembered 
that the Rowntree and the Bowley and Burnett-Hurst studies of the causes of poverty in 
England, and the Immigration Commission’s analysis of causes in the United States, showed 
sickness to be less important as a cause of primary poverty than the estimates of Dr. Devine 
and the Webbs would indicate. In the case of actual destitution, however, sickness is 
more important as a cause than it is m the case of poverty as we have defined the word. 
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the problems of poverty and insuffident earnings are too extensive to be 
explained by a reference to those groups whose economic value is low or 
to those whose material status is primarily a consequence of personal or 
subjective factors. Is the problem one of inadequate national income? 
Is industry able to pay aU wage earners enough to enable them and their 
families to live in decency? Must we resort to the expedient of reappor- 
tioning that part of the national income going as wages among the workers 
according to their needs and family obligations? What are the possi- 
bilities — so long as we maintain an economic system in which distribution 
is determined by the forces discussed in the preceding chapter — of increas- 
ing labor’s share of the national income at the expense of the other factors 
of production? These highly relevant questions will not be discussed 
at this point. Some of the issues they involve have already been touched 
upon in our discussion of the forces determining distribution of the 
national income, and some are discussed in other connections later. The 
questions inevitably have to be raised, however, in connection with this 
survey of poverty and insufficient earnings. 

Consequences of Insufficient Wages. — Our primary concern in this 
chapter has been with the extent and causes of the problem with which 
we have been dealing rather than with its consequences. Yet familiar 
as is the story of the horrors and sordid incidents of poverty and insuffi- 
cient wages, we cannot avoid some mention of it. 

Frequently it is the children who feel most the incidence of insufficient 
family income. The Commission on Industrial Belations, in its final 
report, declared: “Children are the basis of the state; as they live or 
die, as they thrive or are iU-nourished, as they are intelligent or ignorant, 
so fares the state.” The relationship between poverty and both infant 
mortality and bad physical condition of children has been demonstrated 
to be a direct one, and the Commission felt justified in generalizing that 
"the babies of the poor have died at three times the rate of those who are 
in fairly well-to-do families.” In 1918 a study by the Children’s Bureau 
of the Department of Labor, based upon results obtained in eight cities, 
showed the following infant mortality rates according to the fathers’ 
earnings: 


TiBLE S 3 , — Infamt Mobiautf Rates bt Fatheb’b Eabmingb* 

iDfant Death Bate 

Eaiaiaga of Father per Thouaand 

Under $460 168 

$ 460 to $ 649 134 

660 to 649 118 

660 to 840 108 

860 to 1,049 84 

1,060 to 1,849 64 

1,260 and over 64 

t Sixth Aaaual Sepert qf the Chiqf qf the U, 8, Clniirm’i Bureau, 1018, p. 11. 
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The higher death rate of children among low income groups is, of 
course, accompanied by a liighcr rate of illness and a lower standard of 
health. Again quoting from the Commission on Industrial Relations: 
“The last of the family to go hungry are the children, yet statistics show 
that in six of our largest cities from 12 to 20 per cent of the children are 
noticeably underfed and ill-nourished.” Rowntree, in his investigation 
of poverty in York, divided the city into three working-class sections: the 
poorest, where CO per cent of the people were in either primary or second- 
ary poverty, the middle section, where 37 per cent of the people were in 
poverty, and the best section, where there were no “poor.” Rowntree 
found that boys of three and four years of age in the poorest district 
averaged three inches less in height than those in the best section. By the 
time the boys left school at the age of thirteen, those from the poorest 
section averaged three and a half inches less than those from the best 
section. In weight the boys of three and four living in the poorest section 
averaged thirty-three pounds and those in the best thirty-seven and 
three-fourths pounds. By the time they left school at the age of thirteen, 
the first group of boys averaged seventy-three pounds in weight, while 
those from the best neighborhood averaged more than eighty-four pounds. 
The general physical condition of the children was also noted as they 
were measured and weighed. Only 17 per cent of those in the poorest 
section were found to be in “good” condition as compared with 27 per 
cent of those from the middle district and 61 per cent from the best. On 
the other hand, 52 per cent of the children from the poorest families were 
found to be in distinctly bad physical condition, in contrast to 19 per cent 
among those of the middle group and 11 per cent among the highest 
section.* More recent studies have demonstrated the same causal rela- 
tionship between economic status and the physical condition of children.® 
The lack of adequate education of children in low income families is a 
consequence so generally known that it need only be mentioned. 

While the incidence of low wages is seen most clearly in the case of 
young persons, the consequences extend to all members of the wage-earn- 
ings families affected, and therefore to the community in general. Mor- 
tality among mothers at childbirth is much more common among the 
poorer classes than among the economically more fortunate, because of 
inability to pay for competent prenatal, natal, and postnatal care.® 
Almost invariably the general health of the poorer classes is found to be 
inferior, in consequence of malnutrition and bad living conditions, than 
that of the well-to-do, and the death rate is higher. Rowntree* found 

* Pmeriy, A Study of Town Life, pp. 182-222. 

* Cf. especiiJIy L. J. Roberts, Nutrition Work with Children (University of Chicago 
Press, 1027), Chap. 4. 

* "Maternal Mortality,” U. S. Children’s Bureau, Publication 19. 

* Op. eit., p. 205. 
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the death rate in the poorest section of York to be 27.8 per 1,000 persons; 
in the middle section it was 20.7 per 1,000; and in the section where there 
were no “poor” 13.6 per 1,000. Arthur Newsholme, in Vital Statistics, 
presents evidence showing that in Glasgow, Scotland, the death rate of 
occupants of one- and two-room residences was 26.7 per 1,000, and among 
those occupying five or more rooms the death rate was only 11.2 per 
1,000. Sickness, also, is much more prevalent among the low income 
groups than among the well-to-do. A significant study of the relation 
between low wages and sickness was made in 1916 by the United States 
Public Health Service in seven South Carolina mill villages,* showing 
the illness rate of the lowest income group to be nearly four times that 
of those working-class families who were most comfortably situated. 
The same relationship between income and physical well-being is indicated 
by other studies. The Tuberculosis Association and the Health Depart- 
ment of New York City have found that the death rate from spedfic 
diseases, such as tuberculosis, Bright’s disease, scarlet fever, pneumonia, 
and influenza to be decidedly higher in the poverty-ridden districts than 
in the better residential areas.^ In 1936 it was discovered that approxi- 
mately one-sixth of the persons on home relief in New York City were 
unemployable because of physical deficiencies, and that to a considerable 
extent these physical deficiencies were a consequence of malnutrition 
suffered during the depression.® 

Still another effect of low wages is the necessity of the employment 
of women and young persons to augment the family income. Not only 
is family life frequently demoralized by the employment of the mother, 
with the concomitant problems of insufficient care for the young and 
the adolescent and of juvenile delinquency, but the entrance of women 
and young persons into industry has a depressing effect upon the general 
wage level. Competing in many cases with men but willing to accept 
what they can get, since a small addition to the family income is better 
than nothing, these persons, by their presence in industry, often bring 
about a vicious undercutting of wages and hence an increase in the extent 
to which adult males are unable to support families in decency upon their 
own earnings. 

finally, we may mention the effect of inadequate earnings upon men’s 
minds. Few, if any, social facts are more important in breeding social 
unrest and all the manifestations of revolt and protest against the eco- 
nomic system in which we live. Few grievances a man may suffer are 
more acutely painful than that of insufficient earnings. He looks to the 

* Sydenstricker, 'Wheeler, and Goldherger, D. S. PuMie Rcalth Reports, vol. SB, no. 4T 
(1918), pp. 20S8-20S1. 

•L. H. Williams, Tuherculosu, pp, e7-€8. 

^ Statements of General Hugh S. Johnson and Mrs, Anna M. Rosenberg, reported in ths 
Non york Times of Sept, 6, 193S, 
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other end of the social scale and sees those who, according to his line of 
reasoning, do little or nothing living in luxury; there comes to him what 
the Commission on Industrial Relations called *'the deadening, devitaliz- 
ing effect of superfluous, unearned wealth,” on the one hand, and of 
poverty on the other. To quote the Commission: “The conviction that 
the wealth of the country and the income which is produced through the 
toil of the workers is distributed without regard to any standard of justice 
is widespread as it is deep-seated. It is found among all elasses of workers 
and takes every form from the dumb resentment of the day laborer who, 
at the end of a week’s back-breaking toil, finds that he has less than 
enough to feed his family while others who have done nothing live in ease, 
to the elaborate philosophy of the ‘soap-box* orator. ... At bottom, 
though, there is one fundamental, controlling idea: That income should 
be received for service, whereas in fact it bears no such relation, and he 
who serves least, or not at all, may receive most.”^ 

Wealth and Its Distribution 

The national wealth consists of all things of economic value possessed 
by the people of a nation — ^land and other natural resources, capital 
goods, indeed all manner of producers’ and consumers’ goods. It is, in 
brief, the stock of economic goods in existence at any given time. The 
term income, on the other hand, refers to the net result of a people’s 
economic effort during a given period — to the flow of goods and services 
coming as a result of man’s utilization of natural forces and capital.® 
While income, not wealth, determines the standard of living one is able 
to maintain, our inquiry into the general matter of equality of economic 
status would be incomplete were attention not given to the tremendously 
important matter of the distribution of wealth, or of property ownership, 
as well as to the various already discussed aspects of income distribution. 

The fact that the wealth of the people of the United States has 
increased greatly, both absolutely and per capita, is a matter of common 
knowledge. Our abundant natural resources, the application of science 
to the exploitation and control of these riches, and the savings during the 
majority of years of part of the national income produced have resulted 
in a marked, and on the whole a fairly steady, expansion of the stock of 
economic goods possessed by all the people. It is true that we are poorer 
with respect to some of our natural resources — especially our forests and 
mineral supplies — ^than we were a couple of generations ago, but the 
quantum of capital and finished goods has become so much greater than 

iftnaZ Bepori, pp. 8-13. 

® Of course, the income received during some years, os has already been pointed out 
(supra, pp. SB, 140-142, and 147), may exceed income produced; in other years— the 
majority of them so far ns American economic history is concerned— income produced 
exceeds that received by individuals. 
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it was fifty or sixty years ago that our total wealth is appreciably greater 
in relation to population. The following tables show with rough accuracy 
the increase in our absolute and per capita national wealth in dollars 
(which must, of course, be modified for changes in the purchasing power 
of the monetary unit) during the eighty-year period 1850-1930, and the 
increase in the various kinds of wealth. 

Tabl£ £4.— ‘Increase in Absolitte and per Capita Wealth, 1850-1830^ 


Year 

Total oaoust 

Amonnt per capita 

1850 

$ 7,185,000,000 

$ SOS 

1860 

16,160,000,000 

514 

1870 

24,055,000,000 

624 

1880 

43,642,000,000 

870 

1890 

65,037,000,000 

1,036 


88,617,000,000 

1,165 


107,104,000,000 

1,318 

1012 

186,300,000,000 

1,050 

1922 

320,804,000,000 

2,918 

1925 

362,400,000,000 

8,170 

1929 

361,800,000,000 

2,977 

1930 

329,700,000,000 

2,677 


^ The eatiioatea for the peora 18S(hl922 ue from Sidigtiffol Ahatraet tffthe United Stalee, IDSS, p. 272. Esti* 
matu for 192S, 1929, and 1990 are those of the Ka^onal Industrial Conference Board (Bulfdm C2, 1092, 
p. 405)« Several citimates have been made of the national wealth durus the depression years of the lOSO's. 
but since these estimates, when expressed in dollars, reflect chiefly the sreat changes in the buying power of 
money daring those years, they have not been included in this table. The United States Chamber el Con> 
merce in 1090 estimated the national wealth at 9400,000,000,000. instead of at 9929,700,000,000, as in this 
table, and Dr. W. R. Ingalls set the lOSO figure at 9490,000,000,000 msteod of at 9301,800,000,000, the cslimats 
arrived at by the National Industrial Conference Board. Robert R. Doane estimated the national wealth of 
1982 to be 8298,600,000,000, (From Robert R. Doane, The IleaeuremerU of Amerioan Wealth, 1993, p. 9.) 
The U. S. Federal ^ade Comnussion has eatioMted the national wealth of 1922 to have been 8368,036,802,009, 
instead of the 8920,803,802,000 estimated by the Bureau of the Census (cA Ifoiional Wealth and Jneone, A 
Report bp the Federal Trade Commieeien, 1020, pp. 20-29). 


The increase in the absolute and per capita national wealth tells, how- 
ever, only half of the story. An equally — and perhaps more — ^important 
question is that of the extent to which the bulk of this wealth is owned 
by a comparative few instead of being possessed in relatively small parcels 
by the many. What are the facts about the approximate distribution 
of wealth? Is distribution apparently becoming more or less unequal? 

The Approximate Distribution of Wealth. — A. number of studies of 
the distribution of wealth in the United States and other countries have 
been made,* and the facts presented in the one covering the longest period 

^ In 1896 there appeared C. B. Spahr's Present Dietribuiion of Wealth in the United 
Stales, in which the estimate was made that almost half of the families in the United States 
owned no property, that seven-.eighths of the families possessed only one^eighth of the 
national wealth, and that 1 per cent of the families held over 85 per cent of the total wealth. 
In 19IS Dr. W. I. King published his Wealth and Income of the People of the United Slates, 
the results of which are set forth in detail on pp, 2C5-266. The United States Commission 
on Industrial Itclations. in its Final Report a little later, made an estimate of the then 
existing distribution of wealth based ia part upon Dr. King's study and substantially ia 









DISTRIBUTION OP INCOME AMONG PERSONS 


S63 


of time, Dr. Eng’s Wealth and Income of the People of the United States, 
may be summarized first. 

Dr. Eng based his study upon the value of estates probated in two 
states, Massachusetts and Wisconsin. Wliile a study of distribution in 
two states does not indicate conclusively the situation regarding distribu- 
tion throughout the entire country, Massachusetts is a fairly well-indus- 
trialized and urbanized state while Wisconsin was at the time for which 
the data were taken still largely agricultural and had only one large 
city. It is reasonable to assume, therefore, that the two states were 
fairly typical of the situation in the United States as a whole. Dr. Eng’s 
study has the advantage, moreover, of comparing the distribution in 
Massachusetts for four periods, 1829-1831, 1869-1861, 1879-1881, and 
1889-1891, and therefore gives some idea of whether the distribution 
tends to become more or less unequal with the development of a more 
complex economic Iife.‘ The results of the study of distribution in 

agreement with his estimates. In 1942 IV. G. Ingnil’s JJ'callh and Income of the American 
People appeared, and in 1926 the Federal Trade Commission of the United States announced 
the results of a study based upon methods somewhat different from those of the earlier 
investigators. In 1027 Dr. King made estimates of wealth distribution during the middle 
1920’s, using largely the Federal Trade Commission’s data on probated estates in twenty- 
four counties of tliirtcen stales [“Wealth Distribution in the Continental United States,” 
Journal of the American Statielical Assoeiaiion, vol. 22 (June, 1927), pp. 136-163). The 
National Industrial Conference Board, in connection with its estimates of the amount of 
the national wealth, has also suggested at times what might be regarded, in its opinion, 
as the approximate distribution. 

* We should remember, however, that studies of distribution based upon the size of 
estates probated are at best approximations. Statistics for estates of male decedents do 
not show the exact distribution among tlicse men while living, although it is probable that 
any error resulting from this fact is in the direction of minimizing rather than of overstating 
inequality; in a majority of cases a man is likely to be richer, at least in a country such as the 
United Stales, at the time of his death than during his younger years. Also, the data used 
by Dr. King in reaching his final conclusions pertained to the estates of males alone. In 
some cases, however, the wife has property in her own name, and inequality of distriburion 
among families is not, accordingly, as great as that indicated by the statistics for estates of 
decedent males. There is possibility for error, also, in the fact that in some 40 per cent 
of the Massachusetts estates probated no inventory was filed. Dr. King assumed that the 
size of the noninventoried estates did not differ materially from the corresponding figures 
for those estates for which inventories were filed. This assumption probably had the effect 
again of minimizing rather than overstating the concentraUon of ownership, for in the 
opinion of the investigators who originally collected the Massachusetts data the non- 
inventoried estates were probably somewhat larger thon those for which inventories were 
filed. Finally, it was necessary to make estimates regarding the property owned by the 
large number of decedents for whom no estates were probated. A comparison of the mor- 
tality figures with the number of estates probated showed that, for each of the four periods, 
the number of deaths of males more than twenty-five years of age ^atly exceeded the 
number of estates probated, and the conclusion, naturally, was that in most of the cases 
where estates were not probated the property was of insignificant value. Dr. King assumed 
an upper limit of $600 worth for the last of the four periods and less for the three earlier 
periods. 




Total (expressed in thousands) I Per cent of totals Per cent increase 
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Massactusetts for the last tliree of the above-mentioned periods and of 
that in six Wisconsin counties for the year 1900 appear in Table 66. > 
This table suggests a number of facts of vital social significance. 


Table 60. — ^Distbuidtiok of Weawh in the United States at Different Periods' 


Class of population 

State ond date 

Percentage 
of total 
estates 
owned 
by class 

Average 

value 

Price 

index 

Index of 
real value 
of estate 

Real value 
of estote 
compared to 
Maas., 
186&-180I 
as base 

Poorest, 66 per cent 

Mass. 1859-1861 

6.6 

$ 860 

|l|l 

$ 256 

■IM 

of population 

Musa. 1879-1881 

5.0 

877 

m vivJ 

266 



Mass. 1389-1891 

4.6 

399 

m iv]|!l 

353 



Wis. 1900 

6.2 

881 

liHi 

346 


Lower middle dass. 

Mass. 1859-1861 

4.2 


141.0 

716 


65 to 80 per cent 

Mass. 1879-1881 

1.9 

623 

147.6 

422 



Mass. 1889-1891 

8.9 

Him 

112.9 

1,328 



Ws. 1900 

4.8 

1,624 

110.6 

1,370 

192.6 

Upper middle dass. 

Mass. 1859-1861 

82.4 

6,485 

fnR| 



80 to 08 per cent 

Mass. 1879-1881 

28.6 

7,224 



106.6 


Mass. 1839-1891 

32.8 




202.3 


Wia. 1900 

88.0 




171.8 

Richest, 2 per cent 

Mass. 1859-1861 

56.9 


ffln 


100.0 


Mass. 1879-1881 

60.6 

168,416 

147.6 


162.4 


Mass. 1889-1891 

68.8 


112.9 

■fniyflll 

206.6 


Wis. 1900 

67.0 

136,716 

110.6 

122,830 

169.0 


^ W. I. Eiag, op. p. 70 (The Macmillan Compony* New Yorki 1015). 


1. A startling inequality in ownership of property is indicated. The 
poorest 65 per cent of the population in none of these three periods owned 
more than 6.5 per cent of the wealth, so far as ownership of estates pro- 
bated is indicative of property ownership among the living. In 1889- 
1891 the poorest 65 per cent of the population owned only 4.5 per cent 
of the wealth. The 15 per cent of the population classified as “lower 
' Some explanation of the dassifioation used in the table may be called for. Dr. Ring’s 
"poorest” G5 per cent of the people were those who possessed little or no property except 
furniture, dothing, and personal belongings. The average value of their estates, it will be 
noted, ranged from $360 to $399 over the three periods. The "lower middle” dass induded 
those persons having a little property— enough to tide them over periods of emergency but 
not enough to yield them an appreciable income. The “upper middle” 18 per cent con- 
sisted of those possessing property valued at from $2,000 to $50,000— persona who would 
derive considerable income from their investments. The “rich,” induding only 2 per cent 
of the persons, but persons owning considerably more than half the wealth, were those 
having wealth of more than $60,000, averaging for 1889-1891, it irill be noted, $169,560. 
We should recall again that this great inequality in the ownership of wealth does not indi- 
cate that the “poorest" and “lower middle” portions of the population were unable to 
maintain a minimum health and decency standard of liwng. The latter group, typically, 
own enough property to tide them over major emergencies, although not enough to jddd 
them any condderable income. 
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middle” owned 4.2 per cent of the wealth in Massachusetts in 1859-18G1, 

1.9 per cent in 1879-1881, and 3.9 per cent in 1889-1891. On the othei 
hand, the “upper middle” group, including 18 per cent of the persons, 
owned 32.4 per cent of the property in 1859-1861, 26.5 per cent in 1879- 
1881, and 32.8 per cent in 1879-1881, while the richest 2 per cent owned 

56.9 per cent of the property in the first period, 66.6 per cent in the 
second, and 58.8 per cent in the third. Dr. £jng was led to generalize: 
“The facts of the case seem to be that, for the young man having the 
average start in life, the chances are about one in four or five that he will 
accumulate property worth mentioning and about one in fifty that he 
will become moderately wealthy.” 

2. A second important fact indicated by the tabular statement 
is that there is no appreciable diScrence between the Massachusetts 
figures for the three periods and these collected in Wisconsin for the 
year 1900. The rich in Massachusetts were somewhat richer than in 
Wisconsin, according to these data, but the difference was not great. 

3. In the third place, we should note that little difference in distribu- 
tion was recorded as between periods; apparently the inequality was not 
becoming appreciably greater or less ^s the years went by. It is signifi- 
cant, also, that the Wisconsin data for a later year (1900) than that 
covered by the Massachusetts figures showed no great change in the 
situation. 

4. Finally, it should be mentioned that a continued inequality over 
the years does not bear out in its entirety the frequently made statement, 
“The rich are becoming richer and tlie poor are becoming poorer.” In 
the last column to the right in the table is indicated the relative value of 
estates in each of the elasses and for each of the periods covered, as 
compared with the 1859-1861 base. It will be noted that while the 
poorest 65 per cent of the population in Massachusetts owned 6.5 per 
cent of the wealth in 1859-1861 and only 4.5 per cent in 1889-1891, 
the real value of the average estate in this class was some 38 per cent 
larger in the latter period than in th^ former.^ On the other hand, the 
real value of the average estate of the richest 2 per cent of the population 
increased more than 106 per cent between the first and third periods. 
What the data do indicate, according to King, is that “the rich have been 
growing decidedly richer but that the poor are not becoming poorer but 
are also gaining in wealth, though relatively at a less rapid pace than 
the rich.” 

In a more recent study," Dr. Kang has introduced certain mothodo- 
lopcal refinements which make possible a supplementing of inference 

' The index of real value of the average estate was obtained by dividing the average 
value in doliars by the Bureau of Labor index of wholesale prices. 

’ "Wealth Distribution in the Continental United States at the Close of 1021,” Journal 
of Ihe American Statieticol Aesoeiaiian, vol. 22 (June, 1927), pp. 1S5-1SS. 
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as to the distribution of wealth among living persons drawn from the 
distribution of estates of decedents with more direct measurement of 
distribution of property ownership among the living.* The results of 
this study, as set forth in the Mowing tabular summaries, almost tell 
their own story. When the wealth classes are grouped together, for the 
sake of comparability with the earlier study that has been cited, as they 
are in the first table, it appears that the “poor” 65 per cent, those persons 
owning property worth not more than $3,400 in the 1930’s, possessed 

1 As was pointed out in an earlier footnote, the distribution of estates probated does not 
give an accurate picture of the distribution of wealth among living persons. Recent studies 
have, indeed, cast some doubt upon the assumption that it correctly portrays (as has been 
generally assumed in the past) the distribution of wealth among persons shortly before 
death, or even the distribution at the time of death. Many estates are not probated at 
all, some real estate is held in joint title by husband and wife, thus requiring no court 
action at tbe death of either party, and heavy inheritance taxes provide an incentive for 
persons anticipating death to arrange means of transfer of property to their heirs which will 
enable the bequests to escape taxation. In the study summarized in this paragraph, 
therefore. Dr. King attempted both a measurement of the distribution of the property of 
decedents and a measurement, by methods described shortly, of the distribution of wealth 
among living persons. It is significant that the former method revealed roughly the same 
distribution that was indicated by the Massachusetts estates at various periods during the 
nineteenth century and Wisconsin estates in 1900, but that the distribution of wealth among 
living persons was less unequal than tbe distribution of estates. The obvious conclusions 
to which these facts would point are that there probably had not been much change in dis- 
tribution during the years intervening between his earlier study and the 1920’a, but that 
acceptance of the distribution of estates as being indicative of the distribution of wealth 
among living persons results in an exaggeration of the degree of inequality. Dr. King’s 
methods in this study deserve a few words of description. His estimate of the distribution 
of estates was based upon the Federal Trade Commission’s 1020 study, National Wealth 
and Income, which afforded more inclusive data than bad been available when The Wealth 
andincomeof the People of the United Stales (1915) was written. In attempting to ascertain 
the distribution of wealth among living persons. Dr. King first sought to measure the dis- 
tribution among farmers. On the assumption that the wealth of the former varies, on the 
average, with the size of his farm, an estimate of the value of the holdings of each class of 
farm owners and tenant farmers was constructed on the basis of the Census of Agriculture 
figures of the value of various types of farm property on different rize of farms. Estimates 
of the distribution of wealth among nonfarmers were based largely upon the federal income 
tax data showing the different sources of individual income, the underlying assumption 
being that the v due of the wealth of any class of persons is a multiple of the income from 
wealth recmved by that class. The market value of stocks was distributed among the 
various income classes by computing the ratio of the market value of a representative group 
of stocks at the end of 1921 to the dividends paid by these stocks in 1921 and then by 
multiplying the dividends received by each class of income recipients, as revealed by 
Internal Revenue Department figures, by this ratio. By somewhat similar methods, the 
distribution of bonds was estimated. The distribution of leased real estate among non- 
farmers was estimated on the basis of income received from specified real estate sources, 
and tbe distribution of direct goods and miscellaneous property on the assumption that there 
is a dose correlation between the value of consumption goods possessed by individuals and 
the income of the family possessing them. By a mathematical formula, the income classes 
whose total wealth had been estimated were converted into the wealth dasses of the tabular 
summary (Table 68), and the farmers and nonfarmers in each class were added together. 
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only 16.57 per cent of the nation’s total; that the “middle” group 
(inclusive of both the “upper” and “lower” middle groups in the earlier 
classification) of people, those possessing from $3,400 to $40,000 of wealth, 
constituted about one-third of all property owners and owned 43.2 per 
cent of the nation’s wealth; and that the “rich” 2 per cent, those owning 
$40,000 or more of property, held about two-fifths of the total national 
wealth. The distribution indicated is, it will be noted, considerably wider 
than that shown by Dr. King’s earlier study — a fact suggesting that the 
method of inferring ownership among the living from the distribution of 
estates probated has exaggerated somewhat the degree of inequality.^ 
But of the fact that there has existed through the years, and still does 
exist, a striking — to many of the poorer members of the population a 
disheartening — concentration of property in a relatively few hands there 
can be no question. 

T^le 67. — ^A CoNDEHSEO TabuiiAb SmousT or Ebuuaies DiBimunoN or ’Wealth 
Auono Pbopbrtt Ownehs in the Continental Unites States* 


Wealth per peraon 

Per cent 
of penoni 

Per cent of 
total vealth 


65.8 

16.57 

83.400 to 840.000 

82.2 

48.24 


2.0 

40.19 



1 Conputed from W. I. King. ” WeslUi Diatributioa in the Continental United Statee,” Journal ^ Anuricon 
Statiitieal Ariociation, Tol. SS (1827). p. IBS. 

At the same time, the poorer (in point of property ownership) classes 
in the United States have been more favorably situated than have the 
poorer classes in other countries, both because the absolute and per 
capita wealth has been greater here than elsewhere and because distribu- 
tion has been somewhat less unequal. In Table 59 the wealth of the 
people of the United States, the United Kingdom, France, and Germany 
is presented for 1912 and 1922. 

It will be noted that the United States total for 1922 substantially 
exceeded that of the other three countries, and that it would have been 

* Some renders of Dr. King's 1927 study lure reached the mistaken conclusion that the 
less unequal distribution sLovm, os compared \rith bis earlier study, indicates that there 
has been a lessening of the concentration of property ownership in the lost thirty years. 
The erroneous conclusion is apparently a residt of failure to distinguish carefully between 
the two methods used by Dr. £Qng: the method of estimating distribution of estates 
probated and the method of estimating the distribution of we 1th among living persons, os 
described in the preceding footnote. As a matter of fact. Dr. King's study of the distribu- 
tion of estates probated, based upon Federal Trade Commission data, showed striking 
agreement with the earlier study of Ma^ebusetts and Wisconsin distribution, ond the 
wider distribution is indicated by the study of distribution of wealth omong living property 
owners. 
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Tablh 68. — ^Estimatbd DisinrBUTioir of Wealth Amokq Psofebit Owners in thb 
Continental United States, 192li 


'WealUt per pcreoa 

Percentage of perjons 
above lower limit 
of cloaa 

Percentage of total wealth 
owned by penoni with 
wealth above lower 
. limit of class 

$ Oto 

$ 200... 

100.00 

100.00 

2Q0to 

400... 

99.72 

99.996 

400 to 

000... 

98.37 

99.933 

COO to 

800... 

95.60 

99.727 

800 to 

1,000... 

01.44 

99.30 

1,000 to 

1,200... 

87.07 

98.73 

1,200 to 

1,400... 

82.16 

97.94 

1,400 to 

1,000... 

76.00 

96.76 

1,600 to 

1,800... 

68.92 

05.22 

1,800 to 

2,000. . . 

62.89 

93.61 

2,000 to 

2,200. . . 

67,40 

62.23 

2,200 to 

2,400... 

62.82 

60.84 

2,400 to 

2,600... 

48.78 

80.40 

2,600 to 

2,800... 

45.22 

88.20 

2,800 to 

8,000... 

42.02 

86.66 

3,000 to 

3,400. . . 

39.26 

85.78 

3,400 to 

8,800... 

84.20 

83.43 

3,800 to 

4,200... 

29.70 

81.09 

4,200 to 

4,600... 

26.20 

79.06 

4,600 to 


28,66 

77.43 

6,000 to 

6,000... 

21.72 

76.08 

6,000 to 

7,000... 

17.91 

73.05 

7,000 to 

8,000. . . 

15.28 

70.68 

8,000 to 

9,000... 

13.29 

68.42 

9,000 to 


11.88 

66.69 

10,000 to 

11,000... 

10.73 

65.10 

11,060 to 

12,000... 

9.76 

68.61 

12,000 to 

13,000... 

8.96 

62.30 

13,000 to 

14,000. . . 

8.36 

61.18 

14,000 to 

16,000... 

7.82 

60.14 

16,000 to 

16,000... 

7.36 

59.16 

16,000 to 

17,000... 

6.91 

68.18 

17,000 to 

18,000... 

6.62 

57.22 

18,000 to 

19,000... 

6.16 

66.30 

19,000 to 

20,000... 

6.81 

65.38 

20,000 to 

26,000. . . 

6.60 

54.50 

26,000 to 

30,000... 

4.29 

50.67 

30,000 to 

40,000... 

8.24 

46.42 

40,000 to 

60,000. . . 

2.00 

40.19 

60,000 to 

100,000... 

1.64 

37.26 

100,000 to 

600,000. . . 

0.63 

28.14 

600,000 to 

1,000,060. . . 

0.07 

11.48 

1,000,000 to 

2,800,000. . . 

0.018 

6.34 

e,5oo,ooo to 

6,000,000. . . 

0.0035 

3.67 

6,000,000 to 

10,000,000... 

0.0016 

2.68 

10,000,000 to 

20,000,000. . . 

0.00074 

1.89 

20.000.000 to 

40,000,000. . . 

0.00009 

0.68 

40,000,000 and over 

0.00002 

0.32 


I From Hid., p. 1(2, 
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Tjuilg fiB.— T otal and pek Capita Wealth in the United States and Otheb 
Codntbieb' 


Country 

IDIS 

1B22 

United States: 



Total in millions 

$180,299 

$820,804 

Per capita 

1,959 

2,918 

United Kingdom: 



Total in millions 

79,297 

88,840 

Per capita 

1,790 

1,974 

France: 



Total in miUions 

57,075 

1,429 

87,710 

Per capita 

1,090 

Germany: 



Total in millions 

77,783 

35,700 

Per capita 

1,060 

556 

Total for the last three countries: 



In millions 

214,155 

192,250 

Per capita average 

1,840 

1,280 


^ Taken (rom Tugwcll, Munro. and Stryker, BeonomieLift and the Mtam of lt$ Improrement (ffoN 

court. Brace and Compony, Inc., New York, 10i4), p. 118, where data from a number of sources have been 
broufihl together* 


Table CO. — Distribution op Wealth m Different Countries^ 




Percentage 


hloney value 



of total 

Average 

of estate 

Claw of population 

Country and date 

weolth 

value of 

compared 



owned by 

estate 

to 1718000X10 



da» 


os base 


Prussia 1908 

4.9 

$ 163 

40 

Poorest, 65 per cent of 

France 1909 

4.3 

186 

40 

populaUon 

U.K. 1009 


IS3 

35 

Wis. 1900 


381 

100 


Prussia 1908 

6.6 

743 

49 

Loircr middle class, 65 to 

Franco 1909 

5.6 


69 

80 per cent 

U.K. 1000 

2.9 


64 


Wis. 1900 

4.8 

1,724 

100 


Prussia 1998 

30.6 

3.445 

39 

Upper middle class, 80 to 

France 1009 

29.4 


S3 

98 per cent 

U.K. 1909 

23.7 


76 

Wis. 1900 

S3.0 

8,730 

100 


Prussia 1908 

59.0 


44 

Richest, 9- per cent 

France 1909 
U.K. 1009 

C0.7 

71.7 

BpI 

63 

134 


Wis. 1900 

57.0 

■iiijjl 

100 


> Taken from W. I. King, Jl^eatlk andincetne of lif People of the United States (TIic I^Iacmillnn Company, Neir 
York. 1015), p. 00. In the United Kingdom and France the Icviing of Uie inherilnncc tax lias resulted in the 
compilation of statistics of estates, while in Prussia data obtained from records of the property tax, which ore 
closely connected with those of the income tax. gave o fairly rcFablc basis for estimating the distributios of 
wealth. 
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greater even if the War had not temporarily impoverished Germany. In 
1912, on the other hand, the wealth of these three countries was greater 
than that of the United States. The material progress of this country, as 
measured by the increase in national wealth, was obviously much greater 
during these years than was that of the more important European 
countries. Data on the distribution among different economic classes 
in the several countries, presented in Table 60, show clearly that, great 
as has been the inequality of distribution in the United States, it has 
been somewhat greater in these other countries, especially in the United 
Kingdom where the system of primogeniture has obtained, and that the 
average wealth per person is considerably higher for persons in the 
“poorest” and “lower middle” classes here than in European countries.^ 
Other investigations into, and estimates of, the distribution of wealth in 
the United Kingdom, it may be mentioned in passing, indicate substan- 
tially the same degree of concentration that Dr. Kmg discovered.^ All 
the studies make clear the fact that in other countries and in the United 
States there is great inequality in the ownership of wealth. 

Importance of the Distribution of Wealth. — A. few things about the 
significance of wealth distribution inevitably have to be said. Income 
rather than wealth, it is true, ordinarily determmes the standard of 
living one is able to maintain. But the distribution of wealth is, never- 
theless, of profound importance in a study of labor conditions and labor 
economics. Also it is impossible completely to disentangle the problems 
connected with, and the arguments against, greatly unequal distribution 
of wealth from those centering around incomes and standards of living. 
We may, therefore, turn briefly at this point to a mention of some of the 
effeets of economic inequality and to the arguments for a less unequal 
distribution of wealth. 

> It will be noted thet in all three of the European countries the average money value 
of estates of those persons coming in the poor, lower middle, and upper middle classes was 
lower than that of the estates of persons in the same class in Wisconsin. In the United 
Kingdom, on the other hand, not only did the richest i per cent of the population own a 
larger portion (71.7 per cent) of the wealth, but the money value of the average estate for 
this i per cent was some 34 per cent greater than that in Wisconsin. 

• Mr. L. Chiozza-Money, in Riches and Poverty, presents the results of a study based 
upon statistics of death duties colleeted during the five-year period of 1904-1909. He 
computed that, while on the average 683,000 persons died in the United Kingdom each 
year, 4,000 of these left about two-thirds of the total property passing, and that 664,603 
died poor or very poor. He was led to conclude: “It is literally true to soy that o mere 
handful of people owns the nation. It is probably true that a group of about 120,000 
people, who with their families form about one-seventieth port of the popidation, owns 
about two-thirds of the entire accumulated wealth of the United Kingdom.” Professor 
Taussig {Principles of Economics, vol. 2, p. 266) has reached the somewhat more con- 
servative conclusion that only one of every six adults in Great Britain leaves an estate of as 
much as £100, and only one out of twenty leaves as much as £1,000. 
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Unequal distribution of wealth, in the first place, is conducive to 
greater inequality in the distribution of income. The phrase “wealth 
breeds wealth” is entirely too glib to be accepted uncritically, but in a 
very real sense it is true. Property ownership means economic power; 
the individual with a competence is better able to direct his affairs so 
that his fortune will grow than is the man without property to accumu- 
late a small fortune. Moreover, when ownership is concentrated, a 
relatively small portion of the population receives that part of our 
national income going in the form of interest and economic rent and 
(other things remaining the same) the income of the great majority 
owning little or no property tends to be reduced.^ The tabular state- 
ment of differences in sources of income among different income classes 
(Table 61), indicating the very large proportion of income received from 
property by those having large incomes and the small proportion received 
by those in the lower groups, is suggestive of the rdationship between 
concentration of wealth and unequal distribution of income. 

Table Gl. — PEBoEHTAaB or Income Derived from Property and from SEBncE by 
Income Grodps* 


Incomes 

PerceDtsge from 
property 

Percentoge from 
•ervice 

$ 1,000 to $ 

2,000 

17.93 

82.06 

2,000 to 

3,000 

21.82 

78.18 

3,000 to 

6,000 

40.29 

69.71 

S,000 to 

10,000 

58M 

41.34 

20,000 to 

40,000 

60.84 

80.10 

100,000 to 

160,000 

84.96 

16.04 

600,000 to 

1,000,000 

94.46 

6.64 

2,000,000 and over 

98.78 

1.22 


* Adopted from 0. F. Boudso. I’n'itcipla nf Ecmania (He MocmilloD Componf, New York, I»!8). vol, !, 
p. ISO. rrofeosOT Doucke'i table ii a eondeOMtion of the estimotee Biven in SloKeli, 0 / fneome, IH!, by the 
Commissioner of Internal Rcrenne. Tbe Ggures ore based upon income received in 1020. 

In the second place, the economic insecurity of the workers is accentu- 
ated by a very unequal distribution of wealth. A certain amount of 
accumulated wealth is the best protection the worker can have against 
unemployment or illness. A man owning two or three thousand dollars 
worth of property may be in position to withstand a period of unem- 
ployment and again take his place as a productive member of society; 
his neighbor who received the same wages when employed, but who has 
no property, is likely to find himself an object of charity during the period 
of unemployment, his morale deadened and his ambition stifled, and he 
may not again be able to take the place he formerly occupied in the 

^ ‘Ot coarse, the coDccntretion of property ownership may be a causal factor in deter- 
mining the amount of land and capital forthcoming for productive purposes and the 
amount of annual investment, and therefore the return per unit (and hence aggregate 
returns) to land and capital. 
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industrial army. Closely related is the fact that wealth gives to the 
individual greater mobility. The worker who is financially unable to 
travel to the place where better jobs are to be had is in a weak bar- 
gaining position; he must accept Vkat is offered where he happens to be 
located. Ownership of some forms of property, such as a home, may, of 
course, tie a worker to a community rather than make him mobile. On 
the whole, however, the mobility which is assumed in the marginal- 
productivity theory of distribution tends to be impeded when large 
numbers of workers do not possess enough wealth to enable them to 
move to better-paying jobs. 

The effect of a very unequal distribution of wealth in fostering social 
unrest and in accelerating social stratification and the formation of 
noncompeting groups is very apparent. The nonpropertied man is 
more likely to be an enemy of law and order than is the man who owns 
property, for the latter feels that he has a personal interest in the main- 
tenance of the existing order and something to lose by a revolution. 
Movements of revolt and protest against the social order in which we 
live do not, t3T)ically, recruit their supporters from the propertied middle 
and upper classes; their appeal is most successful with those who have 
become convinced that the opportunity -of thejf masses to accumulate 
property is an increasingly slight one. To point to this consequence is 
not, probably it is unnecessary to say, to imply^that a spirit of com- 
placent acquiescence toward the status quo is desirable, to overlook the 
fact that propertied men are likely to be too conservative, or to ignore 
the hope for the future that lies in a spirit of wholesome social criticism. 
It is, however, to recognize that the kind of social unrest arising out of 
disillusionment with the present order and the interest in improving it 
that is manifested by those who feel that they have reasonable oppor- 
tunity to accumulate enough property to remove them from economic 
hardship are two vastly different things. Indeed, the stimulus to 
individual effort and efficiency consequent upon participation by a large 
part of the population in the ownership of wealth is one of the strongest 
arguments against exceedingly unequal distribution. Other motives 
than the gain spirit induce men to play their parts as productive members 
of society, but certainly the desire to accumulate some wealth is one of 
the most potent of stimuli to effort and efiEidency. "Without the 
accumulations of the common people, we should witness a retrogression in 
industry, wealth, and prosperity. Unless, then, other untried means can 
be shown to serve equally well as incentives to production, the possibility 
of accumulating wealth must be regarded as one of the mainstays of our 
economic civilization.” ‘ 

The argument against interference with properly ownership is, in 
essence, that a greater national dividend is secured under concentrated 
* W. I. Vina Wealih and Income of the People of Ihe United Siaiei, pp. fi&-69. 
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ownership than would otherwise be possible. This contention, it should 
be noted, may be based upon eithej- or both of two suppositions: (a) that 
enormous rewards must be pven to some in order that the greatest degree 
of exertion and efficiency may be procured, and (6) that the advantages of 
large scale industry are inseparable from ownership concentrated in a 
relatively small number of hands. The first of these suppositions calls 
for qualification. In the first place, how great a reward must be given 
to the few in order to secure their best efforts? Society has come to 
recognize, to an extent, that certain limitations upon extreme concentra- 
tion can be placed without any noticeable lessening of exertion and 
efficiencyi tie excess profits tax anrf the inheritance tax are two cases in 
point. Probably the average youug man “starting out in life” would 
work with as much zeal during the greater part of his productive career 
if all fortunes were limited, say to five million dollars, as he would know- 
ing that he had one chance in several thousand of accumulating more than 
five millions. Also, the hypothesis that enormous rewards for the few 
are essential to secure a high degree of exertion and endeavor does not 
take account of the greater stimulus to effort on the part of masses when 
they believe they have opportunity to accumulate a modest competence. 
The second supposition into which the general argument against inter- 
ference with a grossly unequal distribution of wealth resolves itself calls 
for proof that large-scale production, with its advantages of greater 
production and lower unit costs, is dependent upon concentration of 
wealth ownership. To a certain eictent it probably is true that concen- 
tration of ownership in the hands of one man or a few men directing the 
affairs of an industrial enterprise makes for greater production — ^but 
only to an extent. Many of the wealthy today are not great entre- 
preneurs, and they do little by either their personal efforts or their wealth 
to aid in more efficient production, While the large cooperative enter- 
prises, in which ownership has been diffused among a large number of 
partners or shareholders, have not been notably successful in the United 
States, the technicnans, engineers, and finamnal managers who direct 
modern business enterprises are often not the dominating stockholders, 
and an absolute inseparability of successful large scale production and 
concentrated ownership has yet to be proved. 

Causes and Means of Control.: — Charles Gide has characterized as 
one of the greatest paradoxes of twentieth-century civilization the 
fact that inequality of wealth ownership persists and does not show pro- 
nounced signs of lessening, although other inequalities among persons 
have been removed or greatly mitigated. Enormous strides in the attain- 
ment of ciml and political equality have been made since the enraged 
barons wrested the Magna Chorta from King John. With the rapid 
extension of free public education, a certain amount of intellectual — or at 
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least informational — equality appears to be developing. Why do we 
find sueh great inequality in the ownership of wealth? 

The fact that there is considerable similarity in the distribution in 
the different countries is suggestive. In all of these countries economic 
life has been left for its guidance largely to the workings of the com- 
petitive system, and the laws governing property, contract, and inherit- 
ance have been, in their fundamentals, much the same. Does thL” 
mean that wealth tends, under these conditions, to be distributed in 
about the same proportions after a certain degree of industrial and 
political development has been attained? 

There does appear to be a certain amount of substantiation of an 
affirmative answer. Private property, considerable laissez faire, and 
the profit motive have been operative in these countries, and they have 
led to a very similar distribution. But if a certain “natural” process of 
concentration is thereby indicated, this process is “natural” only to the 
extent that the Institutions and arrangements constituting our industrial 
society are natural. A change in these institutions and arrangements — 
especially in the laws governing property, contract, and inheritance — 
would tend to bring about a vastly different “natural” distribution. 
Even granting that under capitalistic conditions wealth tends to be 
distributed in proportion to certain qualities inherent in the human mind, 
we should remember that these qualities do not necessarily measure the 
contributions of the successful individuals to the common welfare. 

The spedfic causes of great economic inequality and the concentration 
of wealth into huge private fortunes are myriad. The institution of 
inheritance, fortified as it is by a prevalent belief on the part of many that 
it is an almost sacred institution, pennits the persistence of great inequali- 
ties, and hence the persistence of economic and social classes. Probably 
the hope of being able to leave to his children a competence is as much a 
stimulus to effort on the part of the average man as is the hope of improv- 
ing his own standard of living; but on grounds of social welfare it is 
difficult to argue that the third and fourth generations of a wealthy 
family, who have done nothing to create the wealth they enjoy, should 
be allowed by society to possess relatively large amounts of property 
while the many engaged in gainful production own little or nothing. 
Combination of industry is another cause deserving attention. While 
concentrated ownership is not necessarily a concomitant of concentrated 
control, the tendency has been for a concentration of wealth ownership to 
accompany concentrated control.* In many cases, without doubt, 
industrial combinations have resulted from the economic benefits of 
large-seale production under a managerial genius, but in many other 
cases they have been merely the result of monopolistic arrangements and 

* Cf. Berk and Means, The Corporation and Modem Eeonomie Life (1984). 
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restraints of trade that the government and society either have not 
wanted, or have been unable, to prevent. 

Rapidly rising land values, particularly in the growing cities, are 
another cause of great fortunes.^ Here the essential elements of success 
have been sagacity, patience, and ability to recognize a lucky chance 
rather than inventive genius and arduous personal effort. Speculation 
in the commodity markets or stock exchanges, which until recently has 
been subject to inadequate government control, have been responsible 
in many cases for the creation of large fortunes for a few peculiarly shrewd 
or lucky individuals, and the huge profits made by financial promotion — 
sometimes by underwriting questionable ventures which have been 
unloaded upon the gullible public and by building enormous paper utility 
empires so fundamentally unsound that they collapse upon the impact 
of business depression — ^belong in the same category of causes. Wars, 
bringing with them the opportimity for profiteering from the possession 
or acquisition of commodities essential for military or civil consumption, 
and frequently accompanied by monetary inflation from which a minority 
profit while the majority suffer from the higher cost of living, must be 
mentioned as a fifth of the more specific causes. 

The successful development of new industries has been still another 
cause of the growth of enormous fortunes. In many cases, it is true, 
risks and uncertainties have bulked large in new and untried ventures, 
and the correspondingly large entrepreneurial retium when they have been 
successful, therefore, is not necessarily to be regarded as unearned incre- 
ment, at least according to the precepts of our individualistic economy; 
but there can be no question that the early development of the railroads 
and other public utility industries, and to an extent more recently the 
development of the motor car, telephone, radio, airplane, and motion 
picture industries, resulted in the accumulation of personal fortunes 
vastly in excess of any reasonable reward for personal effort or contribu- 
tion to the general sodal weal. Government grants of direct or indirect 
subsidies to industry and laxity in corporation laws, permitting such 
practices as the capitalization by public utility companies of exclusive 
franchise rights previously granted them and by corporations generally 
of service of promoters, have been still other causes of greatly unequal 
ownership of wealth. Finally, we may mention the matter of economic 
inertia. Institutions that have come into existence tend to perpetuate 
themselves; definite, concerted action, based upon sober consideration of 
what social objectives we should seek ultimately to attain and of the 
best means of attaining these objectives, is necessary before we can expect 
society to meet problems of this character in an intelligent manner. 
More effective regulation of corporations and of security issues and 
trading in securities, the social absorption of more of the unearned incrc- 

1 For cxampIeSi see Gustnrus Myers, Uialory 0 / OraU American For/unes, 
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ment resulting from the rise in land values, more effective collective bar- 
gaining on the part of labor and state intervention to protect the lower 
strata of society (things that would mitigate economic insecurity and 
protect standards of living, if not directly affect the distribution of 
wealth), stabilization of the general price level, prevention of relatively 
unregulated individual exploitation of natural resources, taxation 
programs applying to a greater extent than in the past the principle of 
progression to large incomes and graduating upward even more the 
death duties on large fortunes — these, and many other, means may be 
used to reduce somewhat the economic inequality of our contemporary 
civilization. 



Chapter VI 

GOVERNMENTAL REGULATION OF WAGES 

The widespread attempts, in the last four decades,* to regulate wages 
through exercise of the coercive power of the state have been an inevitable 
consequence of industry’s failure to pay millions of its workers enough 
to enable them and their families to live in decency.® With modem 
industrial evolution a story of poverty all along the highway of progress, 
with glaring inequalities in wealth ownership and income distribution a 
matter of common knowledge, naive reliance upon the precepts of laissez 
faire has come to be regarded by thousands of thoughtful men and 
women as evidence of callow rather than of penetrating and accurate 
economic analysis. Industrial life has become characterized more and 

^ Wages were, of course, extensively regulated by the state prior to the advent of modem 
capitalism. Out of the Black Death of 1348 there emerged the English statutes regulating 
the wages of agricultural labor (statutes that were intended to keep the workers from taking 
advantage of the bargaining strength that came to them consequent upon the labor shortage 
rather than to raise wages), and wage assessment was a characteristic policy during the 
period of Tudor nationalism. But the old regulations were swjq>t away during the gush 
of enthusiasm for laissez /airs and the general acceptance of the doctrines of the English 
classicists of the late eighteenth ond early zuneteenth centuries. Our concern in this 
chapter is with the latter-day attempts to regulate wages by government action. 

* These governmental attempts to regulate wogos have not, however, been exclusively 
directed toward the prevention of poverty or sweating. The European laws and those 
enacted by the American states (and by the federal government of the United Slates 
for the District of Columbia and Puerto Rico), applicable only to women and minors, have 
aimed chiefly to prevent extraordinarily low wages rather than to effect a general leveling 
up calculated to increase the national purchasing power or to achieve some other end. Oa 
the other hand, both the scope and the underlying conception of the American attempt to 
regulate wages generally under the National Industrial Recovery Administration of 
1933*1935 were radically different. Here the prinmry object was to restore prosperity by 
raising wages, on the assumption that if wages were generally raised, the total earnings 
and income of labor would increase and the national purchasing power rise. The federal 
wages and hours legislation proposed by President Roosevelt in 1937 and again in 1938 was 
primarily for the purpose of preventing extrnordaimrUy low wages, although the purchasing 
power theory of its predecessor, the NIRA, also expressed itself in the proposal. In the 
first part of this chapter we sboD be primarily concerned with the attempts to prevent the 
antisocial consequences of extraordinarily low, or exploitative, wages rather than with 
regulation having some other primary object, the latter type of regulation being discussed 
on pp. S5G*S75» It must be recognized, however, that the line of demarcation between the 
two tj’pes is not an altogether distinct one, and that there has been overlapping of objec- 
tives. IMiUe the American NRA was primarily for the purpose of increasing the general 
purchasing power tnllicr than for leveling up substandard wages, its proponents also hoped 
that it would achieve the socially desirable end of preventing sweating 
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more by rigidity, inflexibility, very slow and tardy responses of one part 
of the price structure to the behavior of others; resort to the pulmotor of 
government aid for business enterprise has been taken to an increasing 
extent in recent years; in large segments of economic activity the pre- 
sumptions of automatic regulation and control are being modified, 
quietly ignored, or allowed to lapse into innocuous desuetude. “Rights” 
are recognized as relative, not absolute, things — things that are of social 
creation, not “inalienable.” To dismiss the possibility of wage regula- 
tion in such an economic system with the glib pronunciamento that it is 
contrary to “natural law” is as great an intellectual sin as is the antithet- 
ical one of uncritical espousal of attempts to control without recognition 
of the distributive forces striving to work themselves out in the system 
of capitalistic enterprise; to say that such attempts are a “manifest 
violation of the sacred rights” of employer and employee is to expose 
oneself to the charge of a social romanticism ill becoming one who pro- 
fesses realistic concern in the economic problems of the 1930’s. 

The Minimum Wage Movement 

With the exception of the pgantic American experiment of 1933-1935, 
discussed later, the minimum wage movement has been primarily a con- 
sequence of sweatshop conditions rather than an attempt to introduce 
general regulation of wages by the state. Its basic presumptions can be 
stated briefly. The health, strength, and morals of workers — especially 
women workers — depend in part upon wages; industries or enterprises 
not paying living wages are social parasites; public policy demands that 
the payment of living wages be made, except under very special circum- 
stances,* a first charge upon industry and that the competition among 
unorganized and weak bargainers, generally resulting in the wage the 
weakest bargainers in this group will accept setting the rate for all, be 
restricted; the state, without drastic modification of the institutional 
life that determines prices and distributive shares, can place all employers 

* As is indicated later in this chapter, the lews have not carried out to its logical con- 
clusion the assumption that payment of living wages should be made a first charge against 
industry, and even where the laws have not charged the administrative oflBcials to take 
into account “the condition of industry” as well as the necessities of the workers, consider- 
able attention has been given to the question of what wages industry can afford to pay. 
Omng to the adverse ruling of the U. S. Supreme Court on the District of Columbia mini- 
mum wage law in 1923 (infra, pp. 324-342), the laws enacted by the legislatures of seven 
states in the early 1980’s supplemented the “living-wage” principle with the “reasonable- 
value” principle. “An oppressive and unreasonable wage” was declared by the New 
York law of 1933 to mean “a wage which is both less than the fair and reasonable value 
of the services rendered and less than suflSaent to meet the minimum cost of living necessary 
for health.” When in 1937 the Supreme Court finally upheld the constitutionality of 
laws incorporating the living-wage principle, legislatures again manifested a disposition 
to return to this earlier standard. The New York low of 1937 directs the establishment of 
wage minima necessary for decent livelihood. 
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in a given geographical area or ^ven trade or industry upon the same 
level so far as minimum wage standards are concerned and thereby 
protect “fair” enterprises against competitors who constantly try to 
reduce costs through depressing wages rather than through elimination of 
slack and inefficient methods of production. Finally, the minimum wage 
movement has had underlying it the assumption that concentration of 
production within those firms able to pay decent wages would not be 
undesirable. In industries where comparatively little capital is necessary 
to start a small-scale establishment, a large number of irresponsible, 
“fly-by-night” firms are chronically to be found— firms whose chief 
source of survival capacity is low labor cost. If minimum wage legisla- 
tion pushes these firms across the marginal line and production is con- 
centrated in a smaller number of larger and more efficient plants, the 
result to be expected would be a higher wage bill for the entire industry 
without necessarily higher — or at least without proportionately higher- 
costs per unit of product. 

Development in Australasia. — ^In its modern form, minimum wage 
legislation originated in Australasia, where New Zealand in 1894 gave its 
district conciliation boards power to prevent sweating by setting mini- 
mum rates* and Victoria in 1896 adopted independent minimum wage 
legislation. Both the British and American systems have followed to an 
extent the model established there. Experience in this new and compara- 
tively prosperous country therefore merits consideration in a little detail. 

Sweating did not appear as an acute problem in Australia until 
relatively late. The country is new, its per capita real income has been 
second only to that of the United States, prior to the middle of the 
nineteenth century it hardly had a coherent political life, and until 
industrialism was firmly established in England and the United States 
the majority of its inhabitants lived a pastoral or semipastoral existence. 
During the 1880’s, however, attention began to be focused upon sweating. 
An official inquiry was made in Victoria in 1893, an Anti-Sweating League 
sprang into existence, and minimum wage legislation resulted in 1896.^ 
The essence of the system was the establishment of special elective* 
boards representing employers, workers, and the public, charged with the 

* The New Zeeland compulsory erbitretlon lew of 1894 was intended primarily to 
pteserr’o industrial peace, but the power ^x-en the district conciliation boards to fix mini- 
mum wages resulted in the system's being Used to prevent sweating. 

* For a good statement of the background of minimum wage iegislation in the Australa- 
sian states, see William Fembet Reeves, Slate Experiments in Australia and A'cir Zralaad, 
vol. I. Barbara N. Armstrong’s Insurinj the Essentials (1932), pp. 39-42, also gives a 
good summary statement of the background. The various reports and monographs of the 
Melbourne Anti-Sweating League should be examined by one wishing to probe into the 
matter in more detail. Cf, also M. B. Haiumond, " Minimum Wage in Great Britain and 
Australia," rinnofs of American Academy), July, 1018 , pp. 28-^1. 

’ Except for the furniture industry, where it was deemed expedient to make the boards 
appointive instead of elective, owing to the preponderance of Chinese labor. 
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duty of conferring, investigating the wage situation in their respective 
trades, and rendering decisions as to minimum rates. Only six of the 
especially sweated trades (boot-making, baking, shirt-making, clothing, 
underclothing, and furniture manufacture) were covered by the original 
act, the operation of which was limited to a four-year period, but from 
1896 to 1905 the system was rapidly extended and the principle was 
established of utilizing the machinery to guarantee “fair” wages as well 
as to prevent sweating.^ By 1932, nearly 200 wage boards were in 
operation in Victoria and wage rates were fixed by government authority 
for almost 200,000 employees in a state with a total population of less 
than 2,000,000.® Other Australasian states, in the meantime, began to 
go over to the system of government regulation of wages, although with 
the exception of Tasmania the minimum wage systems were closely 
related to the machinery of compulsory arbitration.® South Australia 
adopted the minimum wage system in 1900, although the act was inopera- 
tive until 1904 and not in full operation until 1906; Queensland and New 
South Wales enacted laws in 1908;^ and Tasmania in 1910. Fixation of 
wages by compulsory arbitration was adopted in Western Australia in 
1902 and, as has already been said, in New Zealand as early as 1894. 
From the outset the states that followed Victoria in the field of govern- 
ment regulation of wages made their legislation applicable to a larger 
range of employment than merely to the sweated trades.® 

* The Victorinn law of 1000 extended Uic system to several new trades, eontinued it in 
those eovered by the 1890 legislation, enunciated the principle that “fair” wages should be 
established, and attempted to meet the problem of unemployment on the p.ert of those 
unable to earn the minimum by allowing them to work for less under permits. New laws 
were enacted in 1002 and 1903, that of the latter year placing certain limitations upon the 
wages the boards might order and providing a system of appeal to a higher board in case 
either party was dissatisfied with the decision. The Act of 1007 extended the system to 
trades and business not connected with factories and made provision for the appointment 
of wage boards for building, quarrying, the preparation of Grewood for sale and the dis- 
tribution of wood, coke, or cool. The acts of 1900 and 1910 extended the system to the 
mining industry and to the shires. 

‘ Common and Andrews, Principles of Labor Legislation (IDSG ed. Harper & Brothers, 
New York) p. SO. 

’ Several of these states in more recent years have oscillated back and forth between 
the independent wages-board system and wage Gxation as a function of the compulsory 
arbitration machinery. 

* Queensland established a wages-board system in 1008, but in 1012 repealed her wages- 
board act and replaced it by the Industrial Peace Act, which attached the system for 
preventing low wages to the compulsory arbitration machinery. New South Wales had 
followed the lead of New Zealand as early as 1901 in establishing compulsory arbitration, 
but this method of wage Gxing was replaced with a wages-board system in 1908, and then 
by a combination system of arbitration court and wage boards in 1912. 

^ Barbara N. Armstrong’s Insuring the Essentials (The Macmillan Company, New York, 
1032), pp. 39-iC and 124-129, summarizes well the development of the Australasian 
system. Part of the factual material on this system presented in these pages is drawn from 
Dr. Armstrong’s study. 
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Inevitably, this system of social control has changed somewhat 
as the years have passed. Two of the states, Victoria and Tasmania, 
still maintain their wages-hoards system in practically unmodified form, 
but in the others there has been a distinct tendency toward amalgamation 
of the two types of regulatory mechanism — the arbitration court and 
the wages board — ^into hybrid systems, with the centralized court per- 
forming the more important functions of minimum wage fixation.^ Since 
about 1907 the decisions of the Commonwealth Court, which has juris- 
diction over industrial disputes extending beyond the limits of a state, 
have had a rather profound influence upon the determinations reached 
by the state boards and courts. But the most important fact is that 
government intervention to prevent excessively low wages has become a 
permanent policy. The majority of the wage earners in Australasia 
today are receiving wages determined by some kind of state or federal 
machinery. 

Problems have, of course, arisen. The general charge in the laws to 
establish “living” or “fair” wages is clear enough, but practical applica- 

' In Western Australia the sole institution of wage control until 192S was the Court of 
Arbitration. By an amending net of 1925, however, a subsidiary industrial board system 
was grafted on to the Court, although the function of minimum wage fixing was left to the 
Court. Queensland has changed her policy rather frequently in recent years. <ts was 
indicated in a preceding footnote, a hybrid court-board system w'as established in 1912 
in place of the board system of 1908. In 1916 the system of central court with no sub- 
sidiary boords was adopted; in 1925 the Court wos replaced by n Board of Trade and 
Arbitration; and in 1929 there was a return to a central court with subsidiary boards, thus 
re-establishing the 1908-1912 system. In 1920 South Australia abandoned the court- 
board system for a centralized body. The Board of Industry established there is, however, 
separate and distinct from the Central Court, the supreme judicial body of the state. In 
New South Wales a movement for the abolition of the hybrid court-board system developed 
after 1012, and since 1020 there hos been but one central authority, the Industrial Commis- 
sion. In New Zealand the fixation of minimum wages has remained a function of the Court 
of Arbitration and Conciliation, Victoria and Tasmania, adhering to the boards system, 
have changed their machinery less than have the other states. Until 1920 boards could 
be created in Victoria oniy by resolution of both houses of Parliament after petition by the 
Minister of Labor, but since that year administrative authorities have been allowed to 
authorize boards, thus creating greater Sexibility within the system. As has already heen 
indicated, n court of appeal from wage-board determination has been available in Victoria 
since 1900, bnt since 1919 the wage boards have been empowered to annul the appeal 
court’s decision one year after it had been rendered and to fix rates nt their discretion. In 
1927 the Victorian Parliament created nn Apprenticeship Commission, authorized to 
superintend and regulate the whole apprenticeship period which formerly had been within 
jurisdiction of the 187 boards. The Tasmanian system remains similar to that of Victoria 
except for its lack of a court of appeal. Since 1920 provision lias been made for the regis- 
tration of trade agreements between Tasmanian employers and organized workers, such 
registered agreements having the effect of wage-board determinations. During the post- 
war period there has been a distinct tendency in Tasmania to supersede craft boards by 
industrial boards covering entire industries. In 1928 the Tasmanian legislative body gave 
the wage-boards power to "peg” rates by stipulating that they should rise and fall auto- 
matically with variations in the cost of living as indicated by the official index number. 
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tion of the general charge has necessitated the reading of concrete content 
into these terms and consideration of the domestic obligations to which 
the average worker may be subject.* In the last analysis the rates finally 
established have generally represented compromises, even in the case of 
court rather than board determination. In Western Australia, since 
1912 , the boards have been required to see that the minima prescribed 
are "sufiScient to enable the average worker ... to live in reasonable 
comfort, having regard to any domestic obligations to which the average 
worker would ordinarily be subject”; the Tasmanian and Victorian 
boards took as their standard for a considerable period the “wages paid 
by the reputable” employer;^ while the Commonwealth Court in the 
“Harvester judgment”* of 1907 declared that the basic rate for unskilled 
labor should be sufficient to meet the “normal needs of the average 
employee regarded as a human being Uving in a civilized community.” 
New Zealand, in 1921 , and Tasmania, in 1928 , amended their statutes to 
provide for alterations of awards in accordanee with fluctuations in the 
cost of living. During the earlier years the courts and boards tended to 
base their determinations upon the assumption that the average male 
worker was responsible for the support of a wife and two or three children; 
and the principle has become definitely established that the living wage 
for adult males must include family needs. The minima for women are 
based upon the amount necessary for self-support, on the assumption 
that women normally support themselves alone. " The minimum cannot 
be based on exceptional cases.”* Wage rates in occupations employing 
both men and women have generally been fixed for the sex predominating 
therein.* In recent years there has been a lively agitation for grafting 
the family allowance plan on to the wage-determination machinery. As 
a result of the suggestions of Mr. A. B. Piddington, chairman of the Royal 
Commission to enquire into the cost of living, the question of child endow- 
ment was considered seriously until the adverse report of a special com- 
mission appointed in 1927 , and New South Wales that year passed a 
measure directing that the family unit for the basic wage be changed from 
a family with two children to a childless married couple, with allowance 
for children being paid from a child endowment fund raised by a general 
payroll tax.® As amended in 1929 , this system provides that the mini- 

* The minimum wage is referred to as a “living” wage in the statutes themselves of all 
the Australian states except Victoria. 

* In both Tasmania and Victoria this standard proved difficult to administer, and has 
been dropped. 

* Ex parte H. V. McKay, 2 C. A. E. 1. The influence of this decision is discussed in 
B. N. Armstrong, op. cit., pp. 124-129. 

* Commonwealth Arbitration Reports, vol. 6, p. 71. 

' Commons and Andrews, Principles of Labor Legislation (19SG ed.), p. S8. 

* The history of the family allowance plan in relation to the Australasian system of wage 
fixation should be traced briefly at this point, In 1610 a Royal Commission, headed by 
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mum wage rate be £xcd for a family tfrith one child, and that special 
allowance be paid for additional children out of a general fund raised by a 
payroll tax. Problems connected with the employment of the aged, 
the incapacitated, and the subnormal have constantly confronted the 
boards and courts; adjustments in accordance with changes in the cost 
of living have sometimes come only in laggard fashion; the question of 
what industry can afford to pay has been a constantly recurring one; 
reliance upon cost of living index numbers as the guide in rate adjust- 
ment, with the implication of status that this procedure carries with it, 
has been attacked more than once; undoubtedly the wages fixed in some 
trades and industries have not borne the proper relationship to those in 
others; establishment of differentials above the basic, or living, minima 
for skill, hardship, or other circumstances has been a techm'cal difficulty 
not lending itself to easy solution; employers contended that during the 
recent depression the courts and boards were too slow in initiating a 
wage-reduction movement, and that economic recovery was retarded in 
consequence.* 

Mr. Fiddington, wna appointed by the Commonwealth to inquire into the cost of living 
and to determine a reasonable living wage for a man with a wife ond three children. The 
offiaal statistician reported, however, that the wages adequate to meet this standard 
would necessitate payment of an amount ip excess of the total national Income. Mr. 
Piddington suggested, ns a way out of the dilemma, that the basic rate be for n man and 
wife, with supplementary nllownaces in accordance with the number of children to be 
supported. In 1920 a child endowment s^'stem was instituted in the public services of the 
Commonwealth, but it was replaced in 1923 by n "real redistribution system,” under which 
the “Harvester wage” was allotted as a basic wage for eoch worker in the first instance 
with ten pounds per annum being deducted and placed in a fund out of which nllowanees 
of five shillings a week for each dependent child would be paid. This plan, however, never 
became effective in the Commonwealth. The trade unions disregarded, as unfounded, the 
statisticion's statement of the impossibility of paying the 1919 Commission’s basic wage, 
the Commonwealth Court refused to coustder either the unions* demand or Mr. Piddington’s 
suggestion, nnd finolly in 1927 a Royal Commission on Child Endowment was appointed. 
This commission, after eighteen months’ study, rendered a report adverse to the family 
endowment program, thus putting it (for the present) out of ofiBciol consideration. New 
South lYnles is the only state thus far to make the family endowment plan part of its 
arbitration and minimum wage policy. 'When the Child Endowment Fund, derived from 
n pnjToll tax, was established there, Air. Kddingtoa (who wos Industrial Commissioner 
for New South Wales) opposed a proportionate drop in the basic wage for ciuldlcss men, 
on the ground that childless couples had become accustomed to the standard of living 
they were able to maintain on the former basic wage. The Industrial Commission was 
then enlarged in order to permit of a majority which could outvote Air. Piddington, and 
the basic wage was reduced. It is estimated that the child endowment plan of 1927, 
continued by the net of 1929, effected a reduction in the basic wage of more than half the 
workers in New South Wales. 

' However, n comparison of the wage policies of the Australasion machinery with the 
policies of American corporations indicates that the movement to deflate wages— irrespec- 
tive of its merits— came olmost as quickly under this system of control ns it did in the land 
of American individualism. As was indicated In on earlier chapter (c/. pp. llS-118), neither 
the frequency nor the severity of wage cuts became great in the Umted States until 1031, 
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But of the fact tiat the Australasian experiments have raised the 
living standards of the more depressed groups, and without the direful 
consequences that were predicted, there can be little question. It was, 
of course, during the earlier years that the greatest progress toward 
elimination of sweating took place. After the War, as has been indicated, 
administrative action was directed toward keeping wages within the 
limits of cost of living changes and adjusting them in accordance with 
family needs.* Industry did not succumb in consequence of govern- 
mental interference with the wage relationship. Numerous employers 
who originally opposed the new system declared, after about a decade 
of experience, that business was not injured because they all were put 
upon the same basis as far as minimum wage payments were concerned.^ 

alLhough unemployment increased tremendously througbout 1030. The Commonwealth 
Court of Auslntlia continued to enforce the “Harvester standard," with its cost of living 
modiGcations, until Jan. 22, 1031, when a general reduction of 10 per cent was ordered, 
and since then there have been other reductions. The state boards and courts seem to 
have followed the policy of the Commonwealth Court during the depression. 

^ An investigation of the Australasian systems, made just before the inauguration of the 
British trade-board sj’stcm, by Sir. Ernest Aves, showed an oppreciable leveling up of 
wages. In Victoria, for instance, average wage rates increased 7.6 per cent in thirteen 
wages board trades in a period of about five years before the awards were made, but 16.5 
per cent in these and six additional trades during a period of equal duration after the 
Inauguration of the system. That this increase was largely due to the regulation, not an 
increase that would have come under ordinary competitive conditions, is indicated by the 
fact that during the wliolc of this period wage-rate advances in twelve nonboard trades 
amounted to only 11.0 per cent. Evidence on the situation in all the Australasian states 
shows that sweating has been practically eliminated. -With certain groups, to be sure, the 
system did not work as successfully as had been expected. In the furniture trade, where 
Chinese workers have been numerous, neither employers nor employees welcomed the 
innovation, and the legal rate has not been maintained with great success. In some cases 
it is probably true, also, that the system tended to put a premium on nonregulated home- 
work, and hence stimulated the growth of small shops. 

* An investigation made in 1912 [M. B. Hammond, “The Minimum Wage in Great 
Britain and Australia,” Annals af American Academy of PolUical and Social Science 
(July, 1013), pp. 28-41] showed that both employers and employees “are now practically 
unanimous in saying that they have no desire to return to the old system of unrestricted 
competition in the purchase of labor.” Of significance ore the facts that the Victorian 
Employers’ Association and the Victorian Chamber of Manufacturers, which oripnally 
opposed the system, now declare that they do not wish to see it abandoned, and that a 
number of the wages boards have been established at the instigation of the employers. 
There was, as has already been indicated, considerable employer complaint during the 
price downswing that began in 1020 because the machinery did not operate rapidly enough 
in reducing wages, but after one has made allowance for the exaggeration of statements 
made in the heat of the moment, one is not jusUfied in concluding that there is now any 
strong employer movement to abandon the movement. For a detailed statement of the 
history of the movement, which bears out the general statements made in this paragraph, 
one should consult William Pember Reeves, op, cH., George Anderson, Fixation of Wages 
in AvslTolia (Macmillan and Co,, Ltd., Melbourne, 1929), E. M. Burns, Wages and the 
State, 3. H. Richardson, The Minimum Wage, and Judge Henry Higgins, A New Promnee 
for Law and Order. 
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The minima established by court and trade-board actiog .have not 
tended to become maxima to any appreciable extent, and the problem of 
displacement of those -workers unable to earn the minima seems to have 
been met, in large part, by the permit system. The preponderance of 
evidence shows, also, that the system has not resulted in lessening the 
efficiency of the workers. Many employers have said that workers 
responded spontaneously to tlie improved rate of remuneration by 
increasing their eflSciency, and frequently the inability of small, irresponsi- 
ble firms to pay the minima and survive has concentrated production 
within the more efficient, better equipped, plants, with resultant increase 
in the value productivity of the workers. 

The Minimum Wage in Great Britain. — ^From the 1880’s on public 
attention in Great Britain was directed toward the evils of sweating. 
Poverty has been more prevalent there tlian in the United States, and 
for the last fifty years business “rights” have not been regarded as quite 
such sacred, untouchable things as they have been, until recently, in 
the United States. Inevitably, then, as thinking began to be emanci- 
pated from the more pessimistic and fatalistic implications of the classical 
doctrines, became influenced more and more by thinkers with the 
broadened philosophies of the Webbs, Rowntree, Ramsay MacDonald, 
and numerous members of the Liberal Party, the Parliamentary Labour 
group, and the Fabian Society, the demand for some form of social 
intervention developed. The Aves Report to the House of Commons in 
1908, and the increased knowledge of conditions consequent upon the 
Booth and Rowntree surveys, stimulated the movement for governmental 
interference to prevent sweating, and Parliament finally enacted the law 
that became effective Jan. 1, 1910.* 

‘ G. B. Slal, 1000 (0 Ed. YU), Chap. 22. Tba story of the gradual crystnllizatioo of 
public opinion in favor of state intervention is n long one. In 1880 a Select Committee 
on Sweating reported to Farliamcnt, various organizations took up the antisweating crumde 
shortly thereafter, a sweating exhibition conducted by tlie London Daily iVciw in lOOG 
brought to thousands n knowledge of existent conditions in industry, an Anti-Sweating 
League was organized the some year under the leadership of the Lord Mayor of London, 
Sydney Webb, John A. Hobson, Fember Reeves, and others, and the Liberal Forty, openly 
dedicated to an abandonment of laiasa Jain and to a program of improvement in social 
welfare by legislative action, came into control of Farliamcnt. A Select Committee on 
Homework was appointed, .md Mr. Ernest Aves was sent to Australasia to invesBgate the 
wngc-rcgulntion systems there and report upon the advisability of adoption of a similar 
program in England. The Aves report, while advising ng-iinst compulsory minimum wage - 
fixation in English industries, conceded tlie success of the regulatory measures in Austral- 
asia; and in spite of Mr. Aves' adverse recommendation, bis report seems to have been 
intlucntinl in bringing into being the British system. Air. Aves’ chief reasons for advising 
against England's adoption of minimum wage fixing were; (1) “That the great ovcrsupply 
of unskilled labor in England would make enforcement of minimum wages impossible; 
(2) That regulation would induce replacement of adult labor by juvenile labor; (3) Tluit 
existing great dillcrcnccs in England's wage levels would be leveled down; (4) That incom- 
petents would suffer from wage regulations; (fi) That judicial complexities would be inevi- 
table; and (0) That foreign competition would present a perplexing problem.” 
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England followed closely the Victorian example in her early minimiim 
wage legislation. The 1909 act authorized establishment by order of the 
Board of Trade, subject to ratification by Parliament, of trade boards 
representing in equal numbers the employers and workers, supplemented 
by several independent persons known as “appointed members,” in any 
trade in which the prevailing rate was “exceptionally low as compared 
with other employments,” Boards were originally set up in four espe- 
cially sweated trades — ready-made and bespoke tailoring, paper-box 
making, machine-lace and net finishing, and chain making — which 
employed, in the aggregate, some 238,000 wage earners; wliile in 1913 a 
Parliamenlarj' confirmation act of provisional orders previously issued 
by the Board of Trade extended the sj'stcm to other trades — linen and 
cotton embroidery, hollow ware, tin-box making, confectionery and food 
preserving, and shirt making — in which approximately 150,000 persons 
were employed. From then until the early postwar period, the system 
was extended rapidly. In consequence of the coal strike of 1912, which 
practically paralyzed that Industry, a measure was enacted in 1913 dis- 
tricting the coal mining areas for the creation of boards empowered to 
fix minimum rates and other working conditions for various underground 
operations;* under the Munitions of War acts of 1915, 191C, and 1917 
tribunals were set up to make awards relating to “controlled” establish- 
ments; while in 1917 the Corn Production Act established an agricultural 
wages board, similar to the trade boards, and fixed a flat minima of 
twenty-five shillings a week pending the establishment of minimum 
rates by the board." 


* This system, like that cstnblishcd for ngricultural workers, was separate from the gen- 
eral trade board .system. Regulation of the wages of eoal miners was never as clfcetivc 
as that of the wages of workers in the several trades eovered by the original and subsequent 
trade-boards nets. The act of 1013 provided that tlic minima were to be the implied terms 
of the contracts of employment, and no provision was made for enforcement. In most 
cases, the rates set were so low that they meant wogc control only in isolated coses. The 
minimum rates in the collective agreements arc not enforceable, as they arc in Australia, 
and they generally have been substantially higher than the board rotes for coni miners. 
But although the governmental regulation of miners’ wages has not been markedly success- 
ful, the extension of the system to miners in 1913 was significant because, as Commons and 
Andrews have said, it constituted “wage regulation in n wider form, not simply ns o means 
of protecting the sweated workers nt the very bottom of the industrial system, but ns a 
supplement to voluntary collective bargaining for a comparatively well-placed economic 
group, the skilled men workers in a well-organized trade.” Principles of Labor Legislation 
(Harper & Brothers, New York, 1030 cd.), p. 51. 

“ The main purpose of the Corn Production Act of 1017 was the stimulation of grain 
production through extending to farmers the guarantee of n minimum price. A demand 
was then made that wages in turn be guaranteed. By the autumn of 1019 the wage boards 
established under provisions of the net had fixed minimum rates for men, women, and young 
persons employed in agriculture throughout practically the whole of England and Wales. 
(Commons and Andrews, op. cit., p. 63). The Corn Production Act was repealed in 1921, 
and wages were for a time regulated by voluntary conciliation committees. During this 
period, the wages of ngricultural workers dropped to considerably below Mr. Rowntree’s 
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The end of the War witnessed a still further extension of the system 
and several important changes in its prescribed operation.^ As a result of 
recommendations made to Parliament by the Whitley Committee of 
1917,= and partly with a view to stabilizing wages during the transition 
to peace, the lepslation of 1918= provided that boards should be estab- 
lished by the Ministry of Labour (to whom administration of the system, 
originally a function of the Board of Trade, had been delegated when the 
Ministry was established) when it believed that “no adequate machinery 
exists for special regulation of wages and that accordingly, having regard 
to the rate of wages prevailing in the trade or any part of the trade, it is 
expedient that the principal act should apply.” Legal minima could be 
established whenever wages were “unduly” low, instead of “exception- 
ally” low as under the original act.= The importance of the change in 
policy should be apparent: under the 1918 act emphasis was thrown upon 
the degree of organization in any trade rather than upon the fact of low 
wages. The new legislation also enlarged the rate-fixing powers of tlie 
boards, facilitated the extension of trade boards by placing the onus of 
establishing them upon the Minister of Labour rather than upon Parlia- 
ment,‘ and attempted to make them “a possible instrument for industrial 


“poverty line,” end discontent over low woges and long hours resulted, trith advent of the 
Labour Government in 1924, in enactment of the Agricultural Wages Act of August, 1024. 
[C/. Ministry of Labour, Labour Gazelle (August, 1924), p. 278, and Commons and Andreirs, 
op. oil., p. S4]. Under the provisions of this legislation, the Minister of Agriculture vos 
empowered to establish agrienltural-wages committees for each county in England and 
Wales and a central board for the whole country. Forty-seven loci'll committees were 
established after enactment of the law. The result was a substantial leveling up of wages, 
although the continued depression in English agriculture and the large number of unem- 
ployed workers have been factors keeping the agricultural rates down. 

‘ Barbara N. Armstrong's Inauring the Eesentials (The Macmillan Company, 1932), pp. 
39-90, gives an excellent account of the development of the British minimum wage system. 
Fart of the factual material here presented is, with permission of the publisher, drawn from 
Dr. Armstrong’s work. 

* Second Report of the Committee of the Minietry of Reconetmclion on the Relalimehip 
of Employers and Employed on Joint Standing Industrial Councils. Great Britain Command 
Papers, 0002, 1018. The ll'Aidsy Report recommended that “trade boards should be 
regarded ns a means of supplying a regular machinery for negotiation and decision on 
certain groups of questions dealt with in other cireumstanccs by collective bargaining 
between employers’ organizations and trade unions” — in other words, that the government 
should come to the aid of collective bargaining where no machinery of adjustment already 
existed. 

= Stal. 1918 (8 and 9 Geo. Chap. 32. 

* Under the 1918 Act, the Ministry of Ixibour was authorized to appoint boards to 6i 
minimum rates in any industry "in which, on account of defective orgaruzntion, wages 
ore unduly low, or there is reason to apprehend nn undue fall in wages when the spcdol 
war conditions have passed.” 

= Originally the Board of TVadc (later the Minister of Labour) could order ilic estab- 
lishment of boards, but the action was subject to confirmation by act of Parliament. 
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self-government by empowering them to make recommendations to 
government departments concerning improvements in industrial condi- 
tions in their trades and by requiring the government to consult them on 
industrial questions affecting the workers whom they represent.”^ In 
1919, 19£0, and 19£1, additional boards were established. Some of these 
are now within the jurisdiction of the Irish Free State, but in 1938 Eng- 
land alone had forty-eight boards with a potential coverage of about 
1,320,000 workers. 

It can be seen that the British trade-board system had ceased, by 
the early 1920’s, to be merely a governmental machinery for the purpose 
of preventing sweating; it had developed into widespread regulation for 
the purpose of establishing “fair” rates and bringing about collective 
bargaining where organization on the side of both workers and employers 
did not obtain. This development followed closely the recommendations 
of the Whitley Committee. Public opinion during the postwar years 
has not, however, been unanimously in favor of the general extension. 
In 1921 an “Inquiry Committee,” headed by Viscount Cave, was 
appointed by the Ministry of Labour to investigate the operation and 
consequences of the trade-board system. This Committee, while 
approving of the trade-board system per se,^ recommended that trade 
boards be confined to the sweated trades and that their function be limited 
to fixing minimum wages for the workers there rather than that the 
purpose be conceived that of regulating the mcomes of all grades of 
labor. No parliamentary action was taken in consequence of this 


Under tbe 1918 Act, however, the part of Parliament became negative rather then positive. 
All that is now required when the Minister of Labour believes a trade board should be 
established In a previously nonregulated trade is that the special order be laid before 
Parliament. The order may be annulled only by de&nite action of Failiament; if no such 
action is taken, the trade-board system becomes operative in the trade for which the order 
has been issued. In practice, the need for setting up a board is usually brought to the 
Minister’s attention by a trade board abeady in existence or by a group of workers. The 
boards are authorized to fix minimiun time or piece rates, and these may differ for different 
classes of workers, districts, processes, or any combination of these. Rates may be so 
arranged as to come into operation successively at tbe end of specified periods, and varia- 
tions in rates, to remain in force only during spedfied periods, may be made. 

1 Commons and Andrews, op. cit. (Harper & Brothers, New York, 1936 cd., p. 68). 

’The Committee found “some substance in tbe allegation that the trade boards had 
contributed to the volume of trade depression and unemployment,” but it conceded that 
“speaking generally trade boards have succeeded in abolishing the grosser forms of under- 
payment and in regularizing wage conditions in trades brought under the acts. Moreover 
. , . trade boards have afforded protection to the good employer from unscrupulous com- 
petitors. , . . In some instances the enforcement of higher wages has contributed on the 
whole to the improvement of industrial disputes. ... In considering any proposal for 
the alteration of the law, we think it important, while having due regard to the reasonable 
complaints of employers, not to lose, sight of the permanent benefits which the operation 
of the system has produced.” 
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recommendation,* but since the early 1920’s the policy of the Ministry 
of Labour has been in accordance with the Cave suggestions. In 1923 
and 1924 three occupations were complained of as “sweated” and investi- 
gated, in 1926 the grocery board was abolished, and in 1930 a board was 
created for the catering industry. English public opinion today seems 
to be divided on the question of whether wage regulation outside of the 
very low-paid occupations is a proper exercise of the coercive power of 
the state, but it is safe to predict that regulation for the purpose of 
establishing living wages trill not be abandoned. 

The foregoing sketch of the development of the British system has 
suggested, in part, its functional and structural aspects. Administration 
tests with the Minister of Labour (formerly with the Board of Trade), 
who names the representative members and the appointive members,* 
while the legislative functions are delegated to the trade boards. The 
general coordinating agency is the Secretary of the Trade Boards, 
appointed by the Minister, who serves to bring administrative and 
lepslative parts of the system together. Ordinarily members of the 
staff of the Secretary attend the meetings of the boards and attempt to aid 
the chairmen and appointed members in their efforts to conciliate 
the differences of the two groups of represented members.’ Under the 
method of trade-board procedure that has developed, each side usually 
selects a spokesman and a chairman from among its own members, and 
the process of wage fixation has been largely that of bargmning, with the 
appointed members acting more as conciliators than as arbitrators vested 
with quasijudicial authority. In general the appointed members seem 
to have taken less part in the fixation of piece rates and rates for the semi- 
sldlled occupations than in the determination of basic minima. Fre- 
quently the practice has been to appoint subcommittees to work out 
rates for piece work where fixation involves problems of a technical 
character.* Two months must elapse between the time a trade board 

^ A Pnrlianieiitaxy bill was iatroduced carrying out the suggestioo of the Comraittcc, 
but it was never passed. 

* In fact, tlie Iilinister usually invites the trade organizations on each side to nominate 
members, while he appoints persons to represent the unorganized sections of the trade. 
Common practice has been for the organized workers and employees to nominate the 
secretaries of their organizations for membership. 

’ In order to meet the peculiar needs and circumstances in different localities, the trode 
boards have been authorized to set up district trade committees consisting of an equal 
number of employers and employees in a given area, together with at least one appointed 
member. The function of these committees hos been that of investigating conditions in 
their respective districts and moldng recommendations to the trade boards for the fixing 
of nunimum wages. 

* In the matter of rate fixation for piece work, the functions of the boards have been 
somewhat less poritivc than in the matter of establishing basic time minima, but they have 
ample power to bring piece rates up enough to enable the workers of average speed to 
com what has been determined upon in a given trade as the basic minimum wage for lime 
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gives notice of its intention to fix minimum rates and the declaration 
of the legal minima.* 

It is evident, from what has been said, that the British system has 
not carried out to its logical conclusion the principle that every industry 
must pay its workers a basic living wage and that this payment must be a 
first charge irrespective of other considerations. Employers have been 
represented on the boards — generally by persons who are vocal and 
articulate in presenting their side of the case. The legislation itself has 
set up no definite standard for the wage to be paid, and rates fixed have 
generally represented compromises. Studies of the operation of the 
system indicate that the boards have made relatively little use of hearings, 
interviews, and scientific investigations. And there has been, inevitably, 
constant wrangling as to the proper definition of a minimum wage. 
Probably the most frequently accepted definition of the employers has 
been “the wage payable to the lowest grade of worker in the least well- 
equipped factory in the least expensive part of the country.”® The 
workers, on the other hand, ordinarily hope for the current trade-union 
rate in their own or an allied trade. One labor representative, with 
unusual candor, has said, “A minimum wage is the highest wage we can 
get out of a trade board.”® In all likelihood the economic position of the 
industry rather than that of the worker proved of most concern during 
the early days of the system, but the rise of prices during the war brought 
the cost of living principle to the fore. The question of what the trade 
will bear, the relative strength of organization on each side, the supply of, 


workers. Tke law has provided that on employer may apply to a trade board to fix a 
special rate for the persons he employs, or he may, if he so elects, fix the piece rate himself. 
In the latter case, however, he must be able to show that, for the “ordinary worker,” the 
rate is not below the amount of time wage fixed in the same or similar occupations by the 
board. Cf. the excellent discussion in Dorothy Sells, The British Trade Boards System 
(P. S. King and Company, London, 1923). 

® Under the original act a trade board, before fixing a minimum rate of wages, was 
required to give notice of its intention so to do and to consider any objections that might be 
raised within three months. Any rate so fixed had “limited operation" for six months, 
after which its confirmation by the Board of Trade made it mandatory. During the 
"limited operation" period an employer was required to pay wages at not less than 
the minimum rate unless there was a written agreement between him and his workers 
that the latter would accept less. In 1918, however, the six months’ period of limited 
operation was abolished and the length of time between the annoimcementby a board of its 
intention and the hearing of objections prior to the actual fixation was reduced from three 
to two months. Postponement of rate fixation has, of course, been for the purpose of check- 
ing hasty and ill-considered action by ^ving persons on either side an opportunity to check 
errors that might be made by a board and of furnishing a means whereby individual 
employers and workers, or any member of the community concerned, might put before 
the board reasons for their opposiUon to its proposed action. 

* Dorothy Sells, The British Trade Board System (P. S. King and Company, London, 
1923), p. 27. 

® Ibid., p. 28. 
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and demand for, certain kinds of labor, the rates paid in allied trades, 
the rising cost of living during the War, and the general decline in prices 
and contraction or disappearance of profit margins during depression 
years have all been factors influencing the wage determinations. 

How has this system of state intervention worked out? In England, 
as in Australasia, government regulation of wages was inaugurated over 
the vigorous protest of many employing interests.* Practically the same 
direful consequences were predicted in England that had been predicted 
in Victoria more than a decade before. Does experience justify the 
departure England has taken from traditional laissez-faire policy? 

The primary objective of the trade board system was, of course, the 
raising of the wages of the more depressed groups of workers, and that 
this objective has been attained to an extent there can be little doubt. 
Extremely conservative rates were set when the early boards were 
formed, and in some cases difficulties of enforcement arose. The majority 
of legal minima fell below the “poverty line” set by Rowntree, which in 
1914 required a weekly income of sixteen shillings for a woman and some- 
what more for an adult male. Nevertheless, the earnings of those who 
had been receiving less than the legal minima first established were leveled 
up substantially.^ In chain making, £6.1 per cent of the male mastermen 

‘ It is true that many of the better-class employers welcomed tho initial wage regulation 
in England, feeling that standardization would prevent the cutthroat competition that 
resulted iu risk and uncertainty for industry as well as in poverty for the workers. In the 
chain-making industry, one of those covered by the first act, a system clinmcterised by 
Rlr. Tnwncy as "auction reversed” had developed; f.s., “fair employers” were not able 
to count upon stable labor costs for their competitors, and were constantly in danger of 
losing their profit on on allotment of chains by the competition of employers who had paid 
their workers even less than they had themselves. Cf. R. H. Tawncy, Eslabli)hme«l oj 
Minimum Rata in the Chain Malang Industry under the Trades Boards Act of 1909, p. 100, 
and B, N, Armstrong, op. eit., pp. £0-53. 

’ In the chain-making industry, the first to be subject to wage regulation, the list 
rates for men workers involved increases of from 1£ to 50 per cent, with nn average of about 
35 per cent, and for women workers of from £0 to nearly ZOO per cent. Mr. Tawncy's 
investigation of actual earnings after the fixing of rates also indicated substantial increases 
over the prerate days. Some difficulties of enforcement arose in the chain industry because 
of the loose definition of diflcccnt kinds of chain work, and there is evidence that n con- 
sidcrahle number of middlemen were squeezed out ns a result of rate fixation, manufacturers 
tending to go directly to the workers. In the tailoring industry, the second subject to 
regulation, tlie minimum rate first set was less than that paid by the majority of firms in 
tlic Northern districts, but it served to raise the wages of the lowest-paid workers to a 
level more nearly approaching the standard of the bcttcr-pajing Northern firms. In 
the luce industry, according to investigations made in 1914 and 1015 by the Board of 
Trade Factory Inspection Department, a considerable evasion of legal rates, frequentb' 
abetted by the workers, took place, but some improvement in weekly and annual earnings 
resulted. In tlic paper-box industry- the results were much the same, the majority of the 
wage increases taking place in the worsl-pajing districts. For detailed presentation of 
the factual material upon which these genemlizations arc based, sec R. H. Tnwncy, 
Establishment of Minimum Rates in the Chain Making Industry under the Trade Boards Art 
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aud 61.3 per cent of the journeymen earned less than $3.60 a week in 
1911, while in 1913, after the award by the trade board, only 1.3 per 
cent of the mastennen and 0.7 per cent of the journeymen earned so 
little. During the same period there was virtuaUy no increase in the 
general wage level in England. Thirty per cent of the men in paper-box 
making received increases when the first awards were made in this trade. 
The initial rates set for lace-making increased the wages of about one- 
third of the workers. Hence, even though average wages had been 
somewhat higher than the minima for men established by the boards, 
the effect was an immediate leveling up of the wages of the lowest paid; 
and in the case of women workers this effect was even more pronounced.' 
While, as has been indicated, these early rates did not approximate the 
“poverty line” of Rowntree, the more meaningful test of the eflScacy 
of the system is a comparison of rates with what they had been before 
the regulation, rather than with what one might wish them to be, and 
such a comparison clearly indicates substantial success in attainment 
of the end sought when the trade-boards system was instituted — ^the 
elimination of sweating. 

During and after the War, as we have already seen, the trade-board 
system was extended to other trades, and the policy came more and more 
to be that of fixing “fair” rather than merely “living” wages. With 
the inauguration of this policy the trade boards showed more diversity 
in the level at which they fixed their initial rates, but the general tendency 
was to establish as legal minima about the average time wage, and the 
consequence was a continued leveling up of the wages of the more lowly 
paid. It is significant that while trade-board rates for male labor dropped 
after 1918, as did also the wage rates not regulated by law, the decline 
was much more precipitous in the nontrade-board industries. “The 
general effect of the trade boards upon the movement of men’s wages,” 
concluded Miss Sells, “has undoubtedly been to stabilize them and to 
prevent their sudden fall— which is just what the sponsors of the 1918 


of 1909; R. H. Tawney, EstaUiihmeni of Minimum Rates in the Tailoring Industry; Mildred 
E. Bulkley, Establishment of Minimum Bates in the Box Making Industry; Dorothy Sella, 
The British Trade Boards System, and B. N. Armstrong, op. eil., pp. 46-67. 

' Cf. Dorothy Sella, op. eit., pp. 79-88. In the case of female operatives in chain mak- 
ing, full-time average earnings per week before the awards were made were nine shiUings, 
six pence, while the imtial trade-board rate (on the basis of the normal number of hours 
worked) was more than eleven shillings. In lace finishing, the home-working women had 
earned, on the average, something more than eight shillings before the act went into effect, 
while the initial trade-board fixations placed the weekly rate at more than eleven shillings. 
In paper-box mnlrin g , the average earnings of women workers bad been approximately 
twelve shillings before the first awards, while the trade board established thirteen shillings 
as the minimum. Approximately the same variation between the average earnings of 
women prior to the fixation of wages and the initial trade-board rates can be noted in the 
case of the other trades covered by the early legislation. 
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Trade Board Act expected to accomplish,”* while Cave Commission 
reported to the Minister of Labour that the minimum wage system bad 
■‘wiped out sweating, or excessively low wages, and without harm to 
business.”* Dr. Armstrong’s comparison of two cost of living budgets, 
adjusted to agree with changes in a cost of living index, wth selected 
minimum rates,* shows that between 1918 and 1931 the legal minima were 
kept within limits of changes in the cost of living and declined less than 
did prices after 1928. The rates established by governmental machinery 
during very late years have still been insufficient, however, to make 
possible livelihood at Rowntree’s “human needs” standard. 

Other consequences of the system of wage regulation have been much 
the same as in the Australasian states. The minimum rates have not 
become maxima. The investigation made by Mr. Tawney for the 
Ratan Tata Foundation in 1914 showed no important tendency for 
employers to reduce the wages of the better-paid workers, but rather a 
stimulus to increased use of machinery and to management economics 
which offset the increased cost consequent upon higher wage rates.* 
More recent studies point to the same conclusion, at least so far as the 
situation prior to 1922 was concerned. After the beginning of the depres- 
sion that followed the postwar boom of 1918-1921, there was, it is true, 
some tendency for trade-board rates to become maxima.® On the other 
hand, the lowest wages, already at the minimum, would undoubtedly 
have gone down in response to the general downward pressure of the 
business depression had the legal rate not kept them from falling to 
starvation levels. Contrary to prediction, employers have not been 
ruined or even injured in their profits. The Board of Trade has reported 
that it “is not aware of any tendency of manufacturers to transfer their 
business to foreign countries or, in cases, where lower wage rates have 
been fixed for Ireland than for Great Britain, to transfer their business 
from Great Britain to Ireland.” Both the Cave Commission and the 
Board of Trade have reported that the industrial efficiency of employers 
and employees has been stimulated. Owing to the special provisions for 
substandard workers, displacements of those not able to earn the minima 
have not been an important problcnj. The trade boards, which were 
feared by some labor leaders on the ground that they would usurp the 
functions of trade unions and hence undermine their bargaining strength, 
have, if anything, been conducive to organization of the workers. More 
recently the Railway Board and the act extending to employers in certain 

* Doroth}' Sells, op. ril., p. 168. 

* Report to llic Ministij- of Labour of the CommiUce appointed to enquire into the 
working and effects of the Trode Boards Act, 182 ». Cmd. 1645! published in vol. 10 of 
1022 Reports and Pajtm. 

* B. N. Armstrong, op. cit., pp. 80-87. 

‘ R. n. Tawnc.v, EsIahlMimmt af Minianm itates in the Tailoring Induilnj, pp. 62-63. 

* B. N. Armstrong, op. rit., p. 88. 
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sections of the cotton-textile industry the terms of collective agreements 
arrived at in the greater part of this industry have received the almost 
unqualified support of unionists. And not the least of the consequences 
of the system, as revealed by the testimony taken by the Cave Commis- 
sion, has been the creation of an infiuence promoting industrial peace. 
Out of the meeting of men who realize that they represent interests that 
are antagonistic on some points and harmonious on others, out of the 
dickering and negotiation in which the personal factor is so important, 
there has come more appreciation of, and respect for, each other’s view- 
point than would have been possible in the absence of this enforced 
negotiation. 

The Minimum Wage in Other Countries.— Although the outstanding 
minimum wage systems, from the viewpoint of the student interested 
in the problem of wage control in a capitalistic economy, have been those; 
of the Australasian states. Great Britain, and the United States, the 
movement has spread to the Continent, South America, Mexico, and 
South Africa. The labor code of Soviet Russia also includes a minimum 
wage for all employments, while in Italy minimum wage fixation is 
part of the Fascist variety of arbitration. Only the more essential facts 
about the legislation and experience of these countries can be sum- 
marized here. 

Prance, the first of the continental countries to follow the British 
and Australasian example, in 1915 adopted minimum wage legislation 
for certain groups of homeworkers,* the original purpose of this legisla- 
tion being to equalize the earnings of home and shop workers rather than 
to establish living minima or make the payment of “fair” wages a first 
charge upon industry. During the last twenty years the act has been 
extended to a variety of industries employing female homeworkers, and 
also to male homeworkers.* The greatest weakness of the French 
system has been the ineffectiveness of the only remedy provided for in 
case of nonpayment of the minima; civil suit brought by the worker 

'law of July 10, lOlfi. OJHicial Journal, July 11, 1916, p. 4698. 

’ In tie original act, provision was made for representative boards in the several depart- 
ments, charged with the duty of fixing minimum rates for all female homeworkers on cloth- 
ing, hats, shoes, white goods, embroidery, laces, and artificial flowers. In 1916, when 
compulsory arbitration was inaugurated by presidential decree, the arbitration boards 
were charged noth fixing minimum rates in each department, but the rates so fixed have 
been uniformly low, generally considerably under the competitive rate for all except the 
moat lowly paid workers. The strictly minimum wage system was continued after the 
establishment of the arbitration system, however, and in 19*2 it was extended to several 
allied industries. Since 19*J the act has been made applicable to female homeworkers 
engaged in a variety of industries such as fancy leather goods, paper and box manufacture, 
various ornamental wares, and finally to almost all of the major industries in which home- 
work is prevalent. Male homeworkers were first brought within the scope of the minimum 
wage system by the act of 1948. 
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against the employer.^ In 1935 the French Chamber of Deputies 
passed a permissive measure enabling employers to enter into agreements 
which, inier alia, would also contain provisions regarding wages and 
hours of work, and which, after hearings, would be given the foree of 
law over a reealeitrant minority; but the law has not become effective. 
In Norway, the minimum wage system has been instituted, applicable 
to homeworkers and for a time to commercial employees;- and homework 
laws have been enacted by Switzerland (1915), Austria (1918), Czecho- 
slovakia (19S0), Germany (1923), and Spain (1926).’ Under German 
Republic government of 1918-1933 significant steps were taken in the 
direction of general standardization of wages through hEnisterial orders 
making collective agreements binding upon the whole of industry.^ The 
idea of extending to all workers and employers in a trade or industry the 

^ This remedy hns always proved to be an ioeffectivc one. For a time tlic French Ofiicc 
for Home Work interested itself in brining suit for wages due under the net, but in 1010 
this assistance was brought to an end by a decision of the French Supreme Court. In 
recent years somewhat better provisions for inspection and penalties in the case of non* 
compliance have been made. For a good discussion of the operation of the French system, 
see the article by Koger Ficard, “Labor Legblation in France, “ International Labour 
Renew, July and August, 1026. An ofBmal summary of the effect of the act until 1028 is 
to be found in the Bvl. dc Vojjice du Ministbre du Travail, vol. 85, pp. SOChSOD, and a good 
summary statement in Armstrong, op. eit., pp. 114-115. 

* The Commerciol Employees Act, covering derks and employees in practically oil 
occupations except the professions, was on the statute books only from 1018 to 1025. The 
Homework act was passed in 1918 and hns been extended several times. Under its pro* 
visions local wogc boards have been eatablisbed in the communes, the rates set by them 
being subject to remw by the Home Work Council, a commission of three members. For 
the small communes, the Council has fixed rates without local boards. During the early 
years of Norwe^an legislation there was apparently some tendency for work to be diverted 
from tlic large towns which were first subject to regulation, but this problem was ulti* 
matcly met by making the rates applicable to the small as well as to the large towns. 
Since 1028 about four*fifths of the Norwegian homeworkers have been put under the legal 
minimum. Cf, Frederick Voss, “Minimum Wage Legislation in Norway,'* Intemaiional 
Labour Renew, December, 1025, p. 808, and B. N. Armstrong, op. cit., pp. 115-117. 

’ A summary of the laws of these countries is to be found in U. S. Bureau of Labor 
Statistics, Bulletin J67, Chaps. 10 and 11. Provisions of the Czechoslovakian law arc 
discussed in some detail in nn artidc by J. Sivolek, Socio/nf i?rrur, July, 1025, and those of 
the German law in an artidc by Elizabet Landsberg in Soeialc Praxis No. 44, (1026). 
The story of the application of the German homework law can be traced in Reichsarbeits^ 
Hail, Dec. 0, 1026; ibid., 1929, pt, II, p. 461. and 1D30, pt. Ill, p. B. Cf. also B. N. Arm- 
strong, op. eii., pp. 117-121. 

* After 1018 the Minister of Labor was empowered to declare a collective agreement 
binding upon the whole of an industry upon request of any organization effected by such 
agreement, and considerably more than two-thirds of the wogc earners in Germany were 
worldng under such agreements at Uic advent of the Hitler regime. Also, the compulsory 
conciliation and Arbitration order, issued under the Emergency Powers Act of 1023, per- 
mitted the Kcgionnl Conciliator of the hlinistcr of Labor, on failure of agreement by 
employers and organized workers, to declare an arhilration binding where “its provisions 
appear just and reasonable, taking into account the interests of both parties and where 
its application is desirable for sodal and ccodobuc reasons.'* 
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wages and hours terms agreed upon by the majority has also been adopted 
more recently in Germany, as part of the policy of the totalitarian state. 
“Collective regulations” issued by a governmental agency carry into 
effect the terms of former collective agreements. Such action is much 
more important in Germany today than the actual direct minimum wage 
regulations. General regulation of wages, as contrasted to the home- 
work-board system, also obtains, applicable to some or all workers, in 
Hungary, Portugal, Soviet Russia, Fascist Italy, and the South African 
British Dominion.^ 

The Canadian minimum wage movement is of interest to students of 
labor economics in the United States for several reasons. The laws of the 

^ The Hungflrinn Act applies only to agricultural workers. For a summary of experi- 
ence under it, see International Labour Office, Studies and Reports, Series D, No. 17, and 
Armstrong, op. eit., p. 118. In 1922 the labor code of the U. S. S. R., applicable to all 
persons performing work for economic remuneration in Soviet Russia, required that a legal 
minimum wage be set by state nuthoritics for each class of work, but in practice this legal 
minimum has played little part in the aetual determination of wages, since they ore fi.vcd 
by the governing boards of the syndicates, or Labor Trusts, under provisions of the Labor 
Code relative to collective contracts. There arc also numerous separate acts regulative of 
individual industries. Ooth the Italian and the German methods of wage regulation are so 
inextricably interwoven with the general Fascist program of absolutism ns to be in a class by 
themselves. Worker organizations in Italy, provided they include one-tenth or more of nil 
employed in the industry or occupation, may become legally incorporated, and the agree- 
ments reached with employers, or the compulsory arbilrntion decisions when conciliation 
and negotiation fail, become legally binding. Only one organization for each category of 
employers or workers is recognized by the state, but the conditions of labor established 
apply to all workers in the categories represented. The Foscist government has complete 
control of the “associations” (the unions and employers associations entering into collec- 
tive agreements). For a summary statement of the Italian system, cf. Armstrong, op, ait., 
pp. 119-120. The details of the several laws and decrees can be found in the Legislative 
Series of the International Labour Office for the various years. In Portugal the Under- 
secretary of State for Corporations is authorized by the Decree Law of Aug. I, 1935, to 
establish minimum wages in any branch of commerce or industry when systematic lowering 
of wages due to unrestrained competition brings them below a reasonable level. Such 
minimum wages arc fixed by ministerial order, and after publication and the expiration of 
the time fixed in the order, become obligatory upon all branches of business to which they 
refer. The law provides that higher wages already in force shall not be reduced because 
of the adoption of mimmum wages by decree. Noncompliance and violations are punish- 
able by fines [ifonthlg Labor Review, vol. 41 (March, 1930), p. 1546]. In British South 
Africa, the complicated race question and the contrasting living standards of colored and 
white workers have made minimum wage administration difficult. In 1918 a law directed 
at sweating of women and minors was enacted, but this legislation depended upon organiza- 
tion of the workers and collective bargaining for proper functioning, and on the whole did 
little to alleviate conditions in the unorganized sweated trades. The supplementary act 
of 1925 provided, however, tor a general minimum wage for all workers of both sexes, the 
Governor-General being empowered to appoint a board of three, to be enlarged by two 
additional members representative of employers and employees in the industries under 
investigation. The board, after invesrigation, recommends minima which become effec- 
tive upon an order being issued by the Minister of Labor. The legal wages set have been 
insufficient to Tnntntain the standard of living of white workers, but they are believed by the 
Ministry of Labor to have resulted in eubstonliol increases over customary native pay. 
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Canadian provinces and of the several states during the first phase of 
minimum wage legislation in this country (from 1013 to 1033) were 
similar, but the Canadian orders did not begin to bo issued until after the 
rapid price rise of 1014-1030, and the experiment in state regulation was 
therefore not handicapped, as it was here, by the necessity of constant 
readjustment. Somewhat the same problems have, however, been 
eneountered in both countries, and the need for specific modifications 
and improvements has therefore been made more impressive. 

Wage regulation by exercise of the coercive power of the state has 
been an entirely postwar venture in Canada. Manitoba and British 
Columbia enacted laws in 1918, Saskatchewan and Quebec in 1010, 
Nova Scotia and British Columbia in 1920,* Alberta in 1932, and New 
Brunswick in 1930. Only five of the laws resulted in the immediate 
setting up of wage boards,- but by 1937 the systems were operative in all 
provinces for which legislation had been enacted. More recently there 
has been a tendency for Canadian legislation to be patterned more upon 
the United States NRA rather than upon the English and Australasian 
minimum wage systems. The “Collective Labour Agreements Exten- 
sion Act” of Quebec now provides for the extension, under certain cir- 
cumstances, to all employers and employees of an industry the wages and 
hours agreed upon under collective bargaining by the majority in that 
industry. This act has been applied in the buildmg, furniture, fur, and 
millinery trades of the province. Somewhat the same end is sought by 
the “Industrial Standards” acts of Ontario and Alberta.* In 1935 the 
Dominion government entered the field of general wage regulation. 
Under the Dominion hlinimum Wages Act of June 28 of that year, the 
Governor in Council, on the hlinister of Labour’s recommendation, is 
authorized to establish and “by regulation provide for the operation, by 
and under the Minister, of machinery whereby minimum rates of wages 
can be fixed for workers in specified rateable trades.”* Provision is made 
for recovery of wages in suits by employees and penalties for violations by 
employers are prescribed. Prior to 1937 operation of the Dominion Act 
was suspended pending determination of its constitutionality.* 

* The British Columbian Act of 1820 applied, like the others, only to ■women. In 102S 
another law was passed, extending wage rcgulntion to adult males. 

*Thc Nova Scotian law remained n dead letter until February, 1830, when the first 
board was appointed. In Quebec, no orders were issued until 1820. 

* For nn interesting discussion of these acts, tf. L. C. Marsh, “The Arcand Act: A New 
Form of Lobour Lcpslotion,” Canadian Journal of Economia and Polilical Science, vol. 2 
(August, 1830). 

* Jfoti/Hy Labor Eeriac, vol. 41 (December, 1835), p. 1542. 

‘This Act was passed after ratification of the Minimum Wage Fixing Mnchincij' 
Convention of the International Labour office. In 1037 the Act was before the Privy 
Council for determination of constitutionality. The point in question was whether tlic 
Dominion, which derives its authority from its treaty-making power, had exceeded this 
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In its general framework, the Canadian system has been patterned^ 
after those operative in Australia, England, and the United States, tri- 
partc boards being established in industries and trades where the need for 
them has been demonstrated and called to the attention of the proper 
provincial ofiBcial. Several of the original laws proved difficult to 
enforce, owing to the fact that the old remedy of civil suit by underpaid 
workers was relied upon to force employer compliance, but more recently 
there have been amendments to provide for collection by the convicting 
magistrate of back pay due the employees. 

The general charge in the laws has been somewhat vague. The 
Manitoba law directs the fixing of a “living wage,” that of Quebec 
authorizes board action when wages are found to be “insufficient,” while 
the Alberta legislation has merely directed the fixing of “a minimum 
wage for female labor.” Studies of the actual operation of the system 
would indicate, however, that the minima set by the boards have tended 
to coincide with existent minimum wage standards of the better-paying 
firins.® Of the fact that earnings of the lower-paid workers have been 
leveled up substantially and that sweating has been practically elimi- 
nated in the regulated industries, there seems to be little question.® As 
in England and Australia, the minima have not become maxima, but 
rather an increasing percentage of the women and girls have earned more 
than the minima as time has gone on. 

Regulation of the wages of adult males was first attempted in British 
Columbiaj^ but adverse court decisions and administrative shortcomings 
consequent upon the wording of the law have prevented a fair test there 
of the minimum wage system as applied to men. The board orders 
issued in 192G and 1928 for the logging and catering industries were set 
aside by the highest Canadian court on the ground that the British 

authority in ratifying the convention and enacting the law to carry out provisions of the 
convention. 

> Except, of course, the above-mentioned "CoUcctive Agreemente Extension Act ’ of 
Quebec and the “Industrial Standards Acts” of Ontario and Alberta. 

■ ® Cf. the Interesting article by Mr. J. W. MacMillan, chairman of the Ontario Minimiun 

Wage Board, in the American Economic Review, vol. 18 (June, 1028), pp. 248-250, in which 
he sets forth the view that the proper function of the legal minimum rate is not to effect a 
general increase in wages, but rather to scale up the low wages paid by irresponsible firms 
to the average. “The function of minimum wage administration is to correct the unwhole- 
some aberrations from the prevailing wage standards.” .CJ. also B. N. Armstrong, op . «(., 
pp. 100-111. Acknowledgment must again be made to Dr. Armstrong s study for some 

of the factual material here presented. a ? d 

» Cf. especially Snd Annual Report of Ordario Minimum Wage Board, Snd Annual Report 
of British Columbia Minimum Wage Board, B. N. Armstrong, op. ml., pp. 100-111, E. M. 
Bums, Wages and the State, and J. H. Richardson, The Minimum Wage. 

‘The Manitoba law was amended in 1931 to include within ita smpe boys under 
eighteen years of age, as well ns women and girU. Except for this, the &itish Columbia 
Act, and the Labour Agreements Extension and other legislation menfaoned on p. 298, the 
Canadian legislation has been applicable to females only. 
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Columbia act required separate rates for each occupation rather than 
blanket rates for an entire industry,^ and the application of the drug clerks 
for a wage investigation was denied until 1930 by the invocation of a 
scries of legal technicalities." Several rates have been set, but a number 
of these have been actuated more by the desire to prevent the competition 
of Oriental labor than by the ordinary motive of eliminating unduly low 
wages,’ and it cannot be said that the experiment in British Columbia 
furnishes authoritative evidence of the economic consequences of male 
wage regulation. The above-mentioned “Industrial Standards” aet 
of Ontario, also applicable to adult males, resulted in 1937 in the establish- 
ment of wage minima for a large number of employed men.* 

The Mexican constitution of 1917 includes the blanket declaration 
that every worker is entitled to a “living wage” and provides for the 
establishment of special commissions for each municipality, the rates 
determined by them to be enforced by state and federal legislation; but, 
in fact, the constitutional minimum wage has been virtually inoperative.* 

* International Timber Co. i. Fidd, Supreme Court Reportt of Canada, 1028, p. £04. 
This decision overruled tno earlier Court of Appeal decisions upholding the rates estab- 
lished tor log^ng and catering. 

’ The oripnal application of the drug derks was denied on the ground that drugstore 
derldng is a “protesrion" and therefore not within the scope of the act. This action was 
upheld by the Supreme Court of British Columbia, but was later reversed by the higher 
appellate court of the province {Daeenport t, ileNiten, 8 Wettem Weetlj/ Reporter 2CS, 
1030), and the investigation took place. A minimum rate was set in 1030, but it was nulli- 
fied in 1031 by an omendment to the act which provided tlint incorporated professions 
should not be included within the scope of the legislation (firitioh Columbia Statutes, lOSI, 
Chap. £4). 

’ The first rate set, that for the lumbering industry, was intended cbiefiy to counteract 
the tendency toward employment of cheap Asiatic labor in preference to IVhite labor. The 
board felt that the rate would moke it uneconomical to employ the conccdcdly less cllidcnt 
Oriental labor. That the results were in keqring with this theory is evidenced by the fact 
that during the year after the rate became effective the employment of Oriental labor 
declined 13 per cent and employment of white bbor increased by exactly the same per- 
centage. B. N. Armstrong, op. cit., p. 108. 

‘ On Dec. 20, 1037, the fair wage board established under provisions of the act announced 
n number of minima to become effective early in 1038. A minimum of $8.10 for a 4 B-bour 
week was announced for u number of groups of production workers. The minimum 
established for teachers was $300 a year with lodging and $400 without lodging. For about 
30,000 journeymen and day laborers, mitnmum hourly rates of 2£ cents with timc-and-onc- 
half for overtime (more than forty-eight hours in one week) were set. A minimum of $£ 
a week wns established for about 0,000 messenger boys, and one of 2£ cents an hour for 
about 3,000 night watchmen. 

* The Federal Congress has not yet, however, carried out the constitutional priviso 
requiring legislation for the establishment of commissions, and the constitutional minimum 
wage has not been operative in the Federal Dbtrict of Mexico nor nppiicablc to the indus- 
tries under control. Almost all of the states have passed enforcement laws, but practically 
the minimum wage has been effective only in the stale of San Luis Patosi and in the chid 
dty of Talisco. In the other slates, the municipalities have not set up committees for rate 
determination, and the acts have remained practically dead letters. 
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Other Latin American countries joining in the movement for wage 
regulation by the state have been the Argentine, Brazil, Peru, Chili, 
and Uruguay. The Argentine Homework Act of 1918 empowers the 
Labor Department of the Republic to appoint wage boards for every 
housework industry at the request of fifty workers, in order that minimum 
rates leveling homeworkers’ wages up to the factory workers’ standard 
may be established. The boards are charged with the duty of taking into 
account the ability of employers to pay, and although noncompliance is 
punishable by fine, wages due the workers must be collected by civil suit. 
Pour provinces of Argentina have also enacted general minimum wage 
laws for shop and factory workers, but one of these acts has been declared 
invalid by the Supreme Court, as invading the constitutional prerogatives 
of the Congress, which has exclusive regulation of the contract of service, 
and the decision apparently applies to the laws of the other three prov- 
inces having minimum wage legislation. The Peruvian constitution 
calls for Tni n imiim wage regulation, but with the exception of the legisla- 
tive rate set in 1919 for native labor, no enabling legislation has yet been 
enacted.* Chile, in her contracts of employment law, has incorporated a 
provision intended to standardize wages at the “usual wage,*’ or the 
prevailing average, and thereby to force the underbidding or sweating 
employer up more nearly to the general standard of the community.* 
The act applies to all contracts of employment except those of domestic 
and agricultural labor. Uruguay’s Agricultural Minimum Wage Act of 
1924, applicable to employees of large farms and cattle ranches, estab- 
lished a sliding scale of minima, increasing with the size of the estate. 
Workers must bring civil suit for wages due under the act. 

The Mitiimnm Wage Movement in the United States.— Except for 
the two-year attempt to regulate the wages of adult males generally 
under the NRA code system, discussed later,® and for a law enacted by 
the state of Oklahoma in 1937,^ minimum wage legislation in the United 

* The detaHs of the Argentine and Peruvian legislation are discussed in the article by 
Moises Poblete Troncoso, “Labor Legislation in Latin America,” IntemaHonal ImIovt 
Rmeie, vol. 17 (February, 1928), pp. 217-221. Qf. also B. N. Armstrong, op. oil., pp. 
111-113, and BuUetin i67 of the TJ. S. Bureau of Labor Statistics. 

“ Specifically, the act provides that committees of workers and employers shall each 
year fix a mimmum wage of “not less than two-thirds nor more than three-quarters of the 
usual current wage paid for the same dess of work or workers in the same category or capac- 
ity in the town or district in which the work is performed.” The legiriation is, then, in 
line with Mr. Macmillan’s theory that the proper function of the legal minimum wage is to 
prevent unwholesome aberrations from ptevaUing wage standards rather than to effect a 
general increase. 

®/n/ra,pp. 866-370. . . , 

* The Oklahoma minimum wage law of 1937 was the first applymg to adult males as 
weU as to women and, of course, marked a departure from Americaii prudent. The bill 
in all essenrials other than the coverage of men as well as women is similar to those for 
women described in the Mowing pages. It is provided that aU orders issued shaU apply 
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States has prior to 1938’ applied only to women and minors.’ Public 
opinion, it was recognized by the early proponents of the laws, was still 
too essentially individualistic — too thoroughly permeated with the 
philosophy of laissez faire, too inseparably wedded to the ideology of 
the preceding century — to tolerate regulation of the wages of male 
workers. Organized labor — traditionally fearful in this country of too 
much state paternalism and adhering with tenacity and profound affec- 
tion to the policy of “getting things for ourselves” — ^n-as long opposed 
to wage regulation for adult males. Indeed, by the late 1930’s it was 
willing to tolerate federal regulation of wages and hours generally only 
when such regulation was introduced with proper and reassuring reserva- 
tions. Even more important was the fear that laws similar to those 
of the Australasian states and Great Britain, if made applicable to male 
workers, would, in view of the Supreme Court majority’s interpretation 
up to the enactment of the early laws of freedom of contract, police power, 
and reasonable interference, be held to be unconstitutional as interfering 
with the freedom of contract guaranteed by the Fourteenth Amendment 
to the federal constitution. The precedent decisions were, of course, 
those upon state laws limiting the hours of adult males, discussed clse- 


to similar or competing industries or oceupations. For detailed summary of tlic Oklalioma 
law, rf. Division of Standards, U. S. Department of Labor, Sumyof Labor Lam Adminiltn- 
lion. May, 1937, pp. 8-3. 

’ The “Wages and Hours Bill,” introduced in Congress ns an admiiustration measure in 
1037, and again urged by tbe President in bis message of Jan. 3, lOSS, contemplated federal 
regulation of tbe wages and hours of all employees, men and women, in industries the 
activities of which substantially affect interstate commerce. The bill was prcdicnicd 
upon the assumption that the dissenting opinion in the so-called “first child labor case" 
[Bammcr r. Dagcnhart, 247 D. S. 2S1, 1910), discussed on pp. 440-444 of this volume, had 
by 1937 become tbe majority view of Congress’s power to regulate inlcrstnlc commerce, and 
that this view would apply to the establishment of wage minima and hours maxima, as well 
ns to prohibition of the channels of interstate commerce to goods made in plants employing 
child labor. 

’ Of the laws enacted daring the first phase of American minimum wage legislation 
(1911-1923), those of Arizona, Arkansas, South Dakota, and Utah applied to girls and 
adult females; all the others were applicable to boys under eighteen years of ngc os well. 
All of the “standard” laws of the first half of tbe 1939’s (those of Connecticut, Illinois, 
hlnssnchusctts. New Hampshire, New Jersey. New York, and Ohio), which attempted to 
meet the objections of the Supreme Court majority of 1923 by introducing the “rcnsonnblc- 
valuc” principle, were applicable to botli women and minors. In addition, Utah in 1933 
enacted n law to replace the originol one, which was repealed in 1929, applicable to women 
and minors; and Massachusetts made its compulsory law of 1934, which replaced the early 
recommendatory measure, likewise applicable to both women and minors. When the 
Supreme Court of the United States in 1937 finally upheld the constitutionality of minimum 
wage legislation {WcH Coajt Hotel r. Parrish, 300 U. S. 370), and the third phase of the legal 
minimum wage movement began in the United States, the disposition of legislators wos to 
make the laws applicable to both women and minors. The New York law of 1937, which 
replaced the invalidated statute of 1033, authorizes fixation of wage minima for both groups. 
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■where in this volume;* and the extent to which the police power could 
be extended in interference with the employment relationship seemed 
to be established with a modicum of clarity. While limitations upon 
the hours of adult males were constitutional in public employments, 
where the state had a pre-emptive right of control, in private employ- 
ments upon which depended the public safety, and in private employ- 
ments so hazardous or unhealthful that the workers therein virtually 
became wards of the state,® the attempt to extend the reasonable-grounds 
principle had not been successful.® The courts tended to cling to an 
absolute or fundamentalist interpretation of freedom of contract when 
legislation aSecting the employment relationship of adult males was 
before them, except where clearly conidnced of the public gains to be 
obtained by such restrictions, and it was highly unlikely that minimum 
wage legislation for men would have been held to be constitutional. 

It was believed, however — a belief that finally proved to be correct in 
1937, after state minimum wage laws had experienced nearly a quarter 
of a century of judidal vicissitudes — ^that the courts would uphold* such 
laws if they were made applicable only to women, or to women and 
minors, on the ground that the weakness of women as bargainers and the 
social importance of maintaining their health made such interference 
a proper exercise of the police power. In spite of early decisions holding 
to be unconstitutional legislative enactments limiting the hours of women 
workers,® the state and federal courts in the early twentieth century 
tended more and more to hold that “women and children have always 
been to a certain extent wards of the state,”® and that legislation predi- 
cated upon the weakness of women as bargainers and the sodal necessity 

' Infra, pp. 620-527. 

® Atkin ®. Kansas, Ifll U. S. 207 (1903); Baltimore and Ohio R. B. v. Interstate Commerce 
Commission, 221 U. S. 612 (1911); Wilson v. New, 248 U. S. 332 (1917); Holden v. Hardy, 
169 U. S. 866 (1898). 

• Lochner v. New York, 198 U. S. 46 (1906). The opinion rendered in this case, however, 
shows that the decision was reached largely because the Court was not convinced by the 
evidence submitted of the deleterious effects of long hours of men in baking establishments 
and of the sodal gains to be obtained by limitation of such hours, rather than that it was 
determined to make freedom of contract a fixed and absolute prindple. Some years later 
(Bunting a. Oregon, 243 U. S. 246, 1916) the Supreme Court did uphold a statute providing 
for general limitation of the hours of adult males. However, as is indicated elsewhere in 
this volume {infra, pp. 624-626), this case was in part dedded on the ground of variance 
between the allegations and the proved facts, and in any event it did not come until the 
minimum wage movement was well under way in the United States. 

®The Ip-Mir g case is Riichie v. People, 166 HI. 98 (1898), in which the Court observed 
that “the mere fact of sex will not justify the lepslature in putting forth the police power 
of the state for the purpose of limiting her [woman’s] exerdse of rights [life, liberty, prepay, 
the right to make contracts! unless the courts are able to see that there is some fair, just, 
and reasonable connection between such limitation and the public health, safety, or welfare 
proposed to be secured by it.” 

* Wenham ». Siaie, 66 Neb. 394 (1902). 
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of maintaining the health of future mothers was a proper csercisc of the 
police power. Finally in 1908 the constitutionality of legislation regulat- 
ing the hours of women was upheld by the Supreme Court of the United 
States, ‘ and advocates of legislation designed to protect the wages of 
women workers had reason to believe that the courts would apply the 
same reasoning to limitations upon the contractual powers of women with 
respect to the wage aspect of the employment relationship. As a result, 
the states did not attempt to extend wage regulation to adult males, but 
between 1912 and 1923 fifteen state legislatures and Congress for the 
District of Columbia and Puerto Bico enacted laws providing for the 
establishment of basic minima for women workers. Some of these laws 
became inoperative- after the adverse rulings of the Supreme Court 
in the District of Columbia (1923), Arizona(1925), and Arkansas (1927) 
cases,’ and several of the legislatures repealed their statutes. Nine of the 
states^ enacting minimum wage legislation between 1912 and 1923 still 
retained their laws in 1933, however, when the second phase of minimum 
wage Ic^slation — a phase characterized by the attempt to draft statutes 
not subject to the objections raised by the Supreme Court in 1923 — ^gol 
under way. Since one phase of the minimum wage movement in the 
United States virtually came to an end in the early 1920’s, it is advan- 
tageous to consider, first, the movement from the enactment of the first 
law on through 1923; then, second, to turn to the legislation enacted 
between 1933 and the Supreme Court’s invalidation of the New York 
law in 1936; and, finally, to survey the laws in force and in process of 

* iivtter «. Oregon, MS D. S. 41i. The Court observed: ” As hcelthy mothers are essen- 
tial to vigorous offspring, the physical well-being of women becomes an object of public 
interest and care in order to preserve the strength and vigor of the race. . . . The limita- 
tions which this statute places upon her contractual powers, upon her right to agree with 
her employer as to the time she shall labor, are not imposed solely for her benefit, but also 
for the benefit of nil,” 

- Some, however, continued to be operative after the Adkins decision of 1023, although 
until 1037, when the Supreme Court reversed that decision, this operation depended upon 
sufferance of the employers. The Washington law of 1018, for example, was in operation 
the entire period from its enactment to its ultimate validation by the Supreme Court in 
1037. The Massachusetts law was, as is indiented later' rceoiamiiaidntnrv rather tlian 


Arizona and Arkansas laws were declared to be invalid, the decision of 1030 invalidating the 
New York law of 1033, and the decision of 1037, res-ersing the Adkins precedent, are 
discussed infra, pp. 324-360. 

* California, Colorado, hfnssachusetts, Minnesota, North Dakota, Oregon, South 
Dakota, Washington, and Wisconsin. The Wisconsin law on the statutes of that state in 
1033, when the second phase of minimum wage legislation began in the United States, was 
on amendment of the original net. In 1024 one of the lower federal courts declared the 
Wisconsin statute to be unconstitutional upon the authority of tlie Adkins ruling {Folding 
Fumilure ITorls r. Indurirtal Commission of If'isconsin, 300 Fed. 001), and the legislature 
in 1026 amended the law srith a view to meeting tlic objections of Oic courts. 
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enactment during what may be regarded as the third phase of the mini- 
mum wage movement in the United States — ^the phase beginning when 
the Supreme Court at long last, in 1937, discovered such laws to be a 
proper exercise of the police power of the state. 

Sporadic demands for minimum wage legislation began to be heard 
in the United States even before the turn of the century, and by about 
1910 the demand had become widespread.* Several factors gave impetus 
to the movement. The successful operation of the Australian systems 
and the going over to minimum wage legislation by England convinced 
observers of experience abroad that there was nothing contrary to 
"natural law” in these attempts, and that industry somehow was able 
to survive when it was required to pay its workers wages enabling them 
to live at a minimum of decency. Another factor was increased knowl- 
edge of actual conditions. Publications like John A. Ryan’s A Living 
Wage, the first edition of which appeared in 1906, and Charles Spahr’s 
Essay on the Present Distribution of Wealth, and numerous articles in the 
“muckraking” periodicals served to focus attention upon the unduly low 
wages being paid. In a number of states, legislative commissions were 
appointed to report back to the lawmakers whether low wages really 
were prevalent and whether there really was a causal relationship between 
low wages and commercialized vice. The’ general temper of the time 
was, moreover, favorable to a movement of this kind. It was the period 
of lie “quest for social justice”— a period when the American people 
certainly felt less complacent assurance that the status quo was all that 
it should be than they did during the now none too lamented “new 
capitalism” era of the 1920’s. Lincoln Steffins, Louis Post, John Spargo, 
the inimitable Upton Sinclair, Ida Tarbell, Norman Hapgood, and a 
dozen other ■writers, gravely conscious of their mission, were portraying 
conditions' of employment and the interrelations of government and 
business enterprise in a manner commanding the attention of multitudes; 
the progressive revolt, which had its political culmination in the national 
campaign of 1912, was developing in the states west of the Mississippi, 
Woodrow Wilson was emerging from Princeton cloisters to preach the 


* The agitation agwnst sweating, of course, developed with the spread of the factory 
system during the nineteenth century and the prevalence of low wages and bad working 
conditions. OriginaUy the movement seems to have been directed toward better condi- 
tions of sanitation and the enactment of inspection laws. In 1890 the New 'Fork Con- 
sumers League (parent of the National Consumers League) was formed and began a 
campaign to establish “fair house” standards, i.e., decent working conditions and the 
payment of a $8 minimum weekly wage. Leagues were fonned in other states, and in 1899 
the National Consumers League came into being. For a time the attempt tos made to 
induce employers to conform to the recommended standards and put the fair house labri 
on their goods, and to induce consumers to purchase goods made or sold by fmr houses, but 
the limitations of this method soon become apparent and after 1909 the Nafaonal Con- 
sumets League substituted a le^Iative miiumuzn wage program. 
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gospel of the New Freedom and Theodore Hooscvclt was getting ready 
once more to tliunder up and down the land against the malefactors of 
great wealth; and slate legislatures were uncomfortably suspicious tliat 
the data in Streightoff’s Standard of Living, Spahr’s Disiribvim of Wealth, 
Ryan’s A Living Wage, and Ely’s Property and Contract in Their Relation 
to the Distribution of Wealth might be reasonably accurate. Out of all 
this agitation there emerged the conviction th-it the health, strength, 
and morals of women workers depend in large part upon wages, that 
many employed women arc economically a relatively helpless group, 
receiving wages th.at bear little relation to either their value productivity 
or their needs, that industries not paying living wages arc sodal parasites , 
and that the state should intervene and require industry to pay women 
workers enough for primary needs. Finally, in 1D12, Massachusetts 
enacted the first minimum wage legislation in the United States.' 

For two or three years, the movement proceeded rapidly; then it was 
arrested in consequence of the fear of unconstituUonality; but in 1017, 
after the Supreme Court by a foar-to-four vote had left the Oregon 
statute standing,' other states began to enact minimum wage laws. In 
1913 eight states— California,’ Colorado,' Mnnesota,' Nebrasb,' 
Oregon,' Utah,' IVisconsin,’ and Washington'*— adopted such legislation; 
Arkansas" and Kansas" enacted laws in 191S; Arizona" followed in 
1917; in 1918 Congress enacted the District of Columbia law;" while in 
1919 laws were passed by the legislatures of Texas" and North Dakota, 
and by Congress for Puerto Rico." Finally, a law was enacted in South 
Dakota in 1923.'* In all, then, fifteen states, the District of Columbia, 
and Puerto Rico had minimum wage legislation during the first phase 
(i.c., the phase that came to an end with the District of Columbia deci- 
sion in 1923} of the movement in this country. Two of the measures 

'AclsoIlOH. Clinp.TOB. 

rSuiller r. O't/ora, 243 D. S. 029, 

’ Stntutcs of 1913, Chap. 824. 

* Statutes of 1913, Clinp. 110. 

^ General Statutes, 1913, Nos. 3904-3923. 

* Revised statutes, 1013, Nos. 3G13-3C39, 

’ GcDcnl Statutes, 1913, Chap. 92, 

* Statutes of 1919, Chap, 93. 

^ Statutes of 1913, Chap. 712. 

Gcacral Statutes, 1918, Supp. 

Statutes of 1D15, Act 101. 

Statutes of 1015, Chap. 275. 

“SlatHttsoflOn, Chap. 38. 

“ U. S, Statutes at Large, vol. 40, Cbp. 174. 

“Statutes of 1010, CIuip. 160. 

“ Statutes of 1010, Chap. 174. 

i^StatulcsoriOlO, Act 45. 

“ SUtlulcs of 1023, Chap. 300. 
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enacted in 1913 — those of Nebraska and Colorado — always remained 
dead letters, owing to legislative failure to make appropriations for 
enforcement and administration; the Nebraska law was repealed in 1919,* 
and the Texas law in 1921 the South Dakota law was followed so shortly 
by the adverse Supreme Court ruling in the District of Columbia case 
that the machinery called for by the act was not set up.’ 

The basic objective of all these laws was the same: the raising of the 
wages of the more exploited female wage earners. The laws varied 
greatly, however, in the administrative machinery established, in the 
means of enforcement, in the extent to which the principle that every 
industry must pay its workers a living wage was carried to its logical 
conclusion, and in the general standards or dicta as to basic or minimum 
rates incorporated in them for guidance of the boards. Some mention 
of the structure of the United States minimum wage system during this 
first phase of the movement should therefore preface our discussion of its 
consequences and of the problems that experience with it has revealed. 
It will be convenient to classify the state systems according to (a) 
whether they have been recommendatory or mandatory, (6) whether the 
boards have been required to take into account the economic position 
of industry as well as that of the worker, (c) whether the flat-rate or com- 
mission form has been adopted, and (d) the differences in the general 
dicta or charge as to “living” or “sufBcient” wages embodied in the acts. 

In only one state, Massachusetts, have the wage minima set been 
merely recommendations. Under the system obtaining there from 1912 
until 1934, when the recommendatory plan was superseded by a com- 
pulsory one, the Commission, with the aid of various subordinate boards, 
was authorized to “inquire into the wages paid to female employees in any 
occupation in the Commonwealth if the Commission has reason to 
believe that wages paid to a substantial number of such employees are 
inadequate to supply the necessary cost of living and to maintain the 
worker in health,” and to establish the minimum rates necessary to meet 
this standard.^ The only penalty, when employers refused to comply 

* Acts of 1010, Chap. 100. 

“ Acts of 1021, Chap. 118. _ 

“ In addition to these statutory enactments, two states amended their constitutions to 
permit minimum wage legislation. The 1914 amendment to the constitution of California 
pernutted enactment of minimum wage legislation applicable to women and minors. 
Ohio, in 1012, amended her constitution to permit, contrary to American precedent, 
minimum wage legislation for all classes of workers, although no legislation was enacted 

in that state until 1033. ... 

‘ Under the original bill introduced in Massachusetts, payment bdow the mimma estab- 
lished by the boards and commission was to constitute a misdemeanor, punishable by fine 
or imprisonment. When the bill was finally enacted into law, however, the enforcement 
provisions were fundamentally changed. The same machinery for setting basic minima 
was established, but the payment by employers of the rotes set was no longer mandatory, 
trith fine or imprisonment as the penalty for faQure to do so. Instead, the “orders" of 
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■witli the "recommendations” of ttc board and Commission was the 
publication of firm names. Originally the Commission was reluctant to 
publish names at all, then it was required to do so by a ruling of tlic 
attorney general of the state, and still later its power to compel news- 
papers to accept its announcements was taken away by court decision, 
as ivns also the immunity of newspapers from suit for damage in the case 
of publication of firms names.^ After 19S4, when this decision was 
rendered, the only means of enforcing the minimum wage decrees in 
Massachusetts— aside from moral ’suasion— was through voluntary 
acceptance by the newspapers of advertisements of the Minimum Wage 
Commission or through publication of the names of the delinquents by 
the Commission itself, the publisher being without immunity in either 
case.® All the laws except that of Massachusetts have made failure to 
pay the minimum a misdemeanor punishable by fine or imprisonment. 

Three states, Massachusetts, Nebraska, and Colorado, explicitly 
charged the boards setting wage minima to take into account “the 
financial condition of the occupation” as well as the needs of the workers. 
In Massachusetts® “the usual process is for the board to thresh out what 


the Commission were changed, in the bill that Boallf passed In the le^slature, to "rccom* 
mcndnlions" and the penalty of fine or imprisonment was changed to adverse publicity. 

^ To tmee Uic story of the vicissitudes of the publicity clause of the law in a little more 
detail: Prior to June, 1021, names of delinquents were not published. A ruling of the 
attorney general of the stale, rendered that year, that names must be publislicd resulted 
in publicity facing given to n number of firms refusing to pay the minima. In tlic meantime, 
a nostoD newspaper refused to insert the paid advertisement of the Minimum Wage Com* 
mission, ns required by law, daiming that the publication of the name of a retail store which 
had failed to comply with one of the decrees would lay it open to suit for libel. The Com- 
mission sought to compel publication, whereupon the constitutionality of that clause in 
the law which penalized “any newspaper for refusing or neglccLing to publish the findings, 
decrees, or notices of the Commission at its regular rates for space taken “ was brought into 
contest, ns was also that which mrempted the Commission, newspaper publishers, propri- 
etors, editors, and employees from liability to on ocUon for damages for publishing the 
name of any employer failing to comply with the Commission’s decrees. This case, as 
decided June 14, 1924, took oway from the Commission the right to compel publicatiou, 
as well ns immunity of the newspapers for damages (C 0 nimonu‘(!a///( f. Boslon Transcript 
Co., 249 JInss. 477). 

- After 1924, however, the Commission apparently experienced little difficulty in getting 
most of the newspapers to accept its admlisements and publish the names of employers 
who were not observing Uic minimum wage decrees. The metropolitan dailies arc said 
even to have solicited such advertiring, although papers In the smaller towns sometimes 
refused to accept the Commission’s notices. The National Industrial Conference Board 
found that sixty newspapers carried the Commission’s advertisements in 1925, the ycor 
after the cmn.«cu]atiDg decision. Although the names of delinquents were not published 
prior to June, 1921, llic Commission in 1915 and 1019 issued n “white list” of brush firms 
and retail stores that were iiring up to the decrees for those occupations. A good discussion 
of the legal aspects of the Massachusetts system is to be found in the study of the National 
Industrial Conference Board, J/inimum Wage Lcgiiialion in Massaehutriia (1027), Ciiap. L 

* Since the Colorado and Nebraska laws remained dead letters, it may be said that 
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they agree to be a minimum subsistence budget, and then see how close 
they . . . can come to it without infringing upon the * fin nnp.ia.1 condition 
of business’”.^ But in practice (with the possible exception of the 
homeworking occupations) the condition of industry has inevitably been 
taken into account. Under the commission form, which predominated in 
these earlier American minimum wage systems,® employers have been 
represented upon the central state commission and upon the wage 
boards in specific industries and localities, and in fact the minimum 
finally set has frequently depended upon the maximum the employer 
representatives have been willing to concede. Nor is it unlikely that 
the representatives of the employers have been more skillful bargainers 
than members of the boards representing the workers. Under the flat- 
rate form, of course, neither side has been represented on boards or com- 
missions, and the consideration of the financial consideration of industry 
has been limited to that given when the laws were enacted. 

A third basis for classification of the laws enacted during the first 
phase of the movement in the United States is according to whether 
they have followed the commission or flat-rate form.® Utah by legislative 
enactment in 1913 fixed a compulsory flat rate of $1.26 a day for experi- 
enced women workers;* Arkansas in 1915 established, under a hybrid 
commission flat-rate plan, a minimum wage of $10 a week applicable to 
all women workers except where the Commission intervened and estab- 
lished another rate; Arizona in 1917 established a basic rate of $10 a week; 
and the South Dakota law of 1923 declared $13.60 a week to be the legal 
mininiuTn. The Puerto Eican law enacted by Congress in 1919 was also 
of the flat-rate variety. Flat-rate laws were largely a consequence of 


Massachusetts has, as a practical matter, been the only state whose law has specifically 
directed that the needs of industry be token into account. 

Dorothy Douglas, “American Minimum Wage Laws at Work,” Ammoan Ecrniomic 
Rema, vol. fl (1918), p. 701. 

* As is indicated later {infra, pp. 328-823), the laws enacted during the 1980’s (except 
the 1933 Utah law) provided that the state Commissioner of Labor appoint special wage 
boards for each investigation, these boards making their recommendations to the Com- 
missioner, instead of setting up state minimum wage commissions. The effect^ so far as 
the matter of consideration of employer interest was concerned, was, however, the same, 
since employers were represented on the special boards. 

’ With one exception (that of South Dakota, which in 1937 still had a flat-rate law) 
this applies solely to the laws of the first period of minimum wage legislation 

in the United States. As has already been said, the Utah flat-rate law was repealed in 1929 
and a new law, enacted in 1933, provided for an Industrial Commission of three members; 
the Arizona and A 1 ■^nT'Mls laws were declared by the United States Supreme Court to be 
unconstitutional in 1925 and 1927, respectively {infra, pp. 317-818); and in 1924 the 
Puerto Rican act was declared by the Puerto Rican Supreme Court to be unconstitutional. 

* This was the rate for the moat experienced women. The Utah law classified women 
workers into three groups according to age and experience, with flat rates of 76 cts., $1, and 
$1.26 a day, respectively. 
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employer opposition to the introduction of the British and Australasian 
plans in this country — opposition based partly upon the fear that stale 
boards would set higher standards than would legislators and partly 
upon the traditional employer disinclination to submit payroll and other 
data to the boards. Few, if any, sjTnpathctic students of the minimum 
wage movement favor the flat-rate plan. It is obvious that changes in 
the cost of living from time to time, and diSorenccs from place to place 
at the same time, make necessary a machinery capable of adjusting rates 
accordingly. Experience has demonstrated, also, that the flat-rate 
system is generally accompanied by ineffectual administration.^ Where, 
on the other hand, state boards are created for the setting of minima, 
some of the administrative functions inevitably oscillate toward them 
Irrespective of any provisions in the le^slation itself. Finally, the flat- 
rate system does not adequately meet the problems of inexperienced 
persons and substandard workers. Special rates have to he set for 
apprentices and those just entering industry, and much finer adjustments 
than those made in a measure like the Utah law are called for. Wliere 
substandard workers — the aged, incapacitated, subnormal — arc unable 
to earn the minimum, many of them are likely to be displaced unless 
machinery exists through which special proi’ision can be made for them. 

With the exceptions that have been mentioned, the states enacting 
minimum wage legislation between 1912 and 1923 followed the com- 
mission plan, more nearly approximating the British and Australasian 
systems, under whicli wage boards and a central commission have been 
created.® Under the Oregon law, which may be taken as typical of the 
commission form adopted by the states prior to 1923, the central adminis- 
trative commission, the State Welfare Commission, has had power to 
appoint subsidiary boards in the industries or trades where they were 
deemed necessary, both the central body and these “conference boards” 
being of triparte character. W'hcn approved by the Welfare Commission, 
the recommendations of a conference board became final and binding, 
disobedience to them on the part of an employer being punishable by 

‘ One of the flat-rale states provided no means of enforcement whatever. The otlias 
entrusted inspection and enforcement to nircadr existing slate agencies without extra 
appropriation for the adiUtionnl labor imposed upon them. 

* In Arkansas the ndmiiustcring eorotnission was requirad to act ns a wage bo.xrd, and 
in all instances fixed the minimum rate itself. Kansas also delegated the wage-board func- 
tion to the central commission under an amendment made in J921. In all the other stales 
enacting laws during the lOlS-1023 period (except, of course, those Ims-ing the flat-rale 
system) wage boards distinct from the administrative commission were provided for. In 
structural character, the laws enacted in 1933, following the National Consumers Lciigue 
model bill, difTcred somewhat. Administration was vested, by all of these "standard" 
acts, in the Commissioner of Labor or some similar oflicinl, it being the Commissioner’s 
duly to establish wage boards at his discretion or upon petition of a spedfied number of 
residents of the state. 
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fine or imprisonmont.* Similar machinery has been established in other 
states, although in some instances the central body has elected to deter- 
mine rates itself rather than to make use of the subsidiary wage boards.- 
Finally, an exposition of the American minimum wage system should 
include some mention of the general charge or dicta with respect to wage 
standards included in the laws. For the moment, we may confine our 
attention to those of the dicta intended to insure for the workers living 
wages, leaving for later consideration the “reasonable-value” principle 
introduced in the 1930’s in the hope of circumventing Supreme Court 
objections to the living-wage principle alone. None of the statutes has 
been satisfactorily specific in the general charge or definition of a living 
wage, and one of the greatest needs of the boards has been an unequivocal 
basic standard. In Oregon the law has declared that “it shall be unlaw- 
ful to employ women ... in any occupation ... for wages which are 
inadequate to supply the necessary cost of living and to maintain them in 
health”; the Kansas statute directed the Commission to establish mini- 
mum wages sufiicient to meet “the cost of living for a woman worker of 
ordinary ability”; the District of Columbia Commission was required 
to fix a wage which would maintain the women workers in good health 
and protect their morals as well; and the California statute stated that 
wages fixed were to be sufficient to meet “the necessary cost of proper 
living” and “to maintain the health and welfare of the workers.” In 
practice, the determinations have apparently been the result of com- 
promises between cost of living budgets presented by employer and by 
worker representatives, rather than an expression of objectivity in 
trying to ascertain and state in pecuniary terms “the necessary cost of 
proper living.” “The representatives of the employees present their 
budget and their proposal for a rate based on it; the representatives of 
the employers do likewise; and the two forces contend until they have 
come to some agreement.”’ The budget was then worked out to fit 
their rate. Usually the boards, for reasons discussed elsewhere in this 
volume,^ have based their determinations upon the needs of an entirely 
self-supporting woman without dependents. That the budgets finally 

* Ori^nnlly the Oregon Welfare Commission had lo accept or reject entirely n wage 
determination by n conference board, but an amendment to llie law 1ms given llic Com- 
mission power lo make certoin modifications without referring the entire deeision of the 
conference board back to it. In the case of young persons, the Commission itself 1ms been 
authorized to fix the minima without setting up conference boards, 

* California called wage boards lo recommend rales only between 1014 and 1018, all 
subsequent rales being fixed by the Commission without aid from n wage Imnrd. Minne- 
sota also issued no decrees based directly upon wage board recoramcndnlions, although 
four wage boards were set up before the original 1014 decrees and the commission gave 
consideration lo their recommendations, 

’ Commons and Andrews, Pfinmpfce of Labor Lepdalion (Harper & Brothers, New York, 
1030 ed.), p. 61. 

t Supra, pp. 71-72. 
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worked out have been with few exceptions extremely conservative goes 
without saying. Even the more liberal budgets, said Walter Lippmann, 
have provided “not a wage so . . . women can live well, not enough to 
make life a rich and welcome experience, but just enough to secure exist- 
ence amid drudgery in gray boarding houses and cheap restaurants.”* 
Nor have the majority of boards in fiidng standards made much allowance 
for the amount of unemployment the average worker in a given occupa- 
tion may expect during the year." One of the chief lessons of American 
experience has been the need of agreement by the boards upon some 
unequivocal basic standard and upon the policy of making this “living 
wage” mean “living income” throughout the year. 

But in spite of the low standards adopted by the majority of the 
boards and the failure to make due allowance for unemployment, it can 
hardly be doubted that the general effect of minimum wage legislation 
in the United States was to raise wages. Conclusive proof ns to what 
part of the wage increases in minimum wage states after the establishment 
of legal rates was imputable to the legislation is, of course, almost impossi- 
ble to obtain. Until 1930 prices and wages were both rising, and women 
workers in the nonrcgulatcd as well as in the regulated trades enjoyed 
higher money incomes. It is entirely likely, also, that the laws in the 
flat-rate states had rather little effect upon worker incomes, owing to 
the rise in prices after 1915 and the bidding up of competitive rates above 
the minima established by law. These flat-rate laws probably increased 
immediately the remuneration of the most lowly paid women, and they 
were worth while as a declaration of public sentiment against sweating; 
but their direct economic effect was not great. Such evidence as is 
available, however, shows that the initial minima established in the 
Commission plan states were considerably in excess of the wages earned 
by a fairly large proportion of women in each of the regulated trades.’ 

* Quoted in Commons und Andrews, op. cU. (19S6 cd.}, p. 01. 

’ An c.xccpt!on should be made to this statement in tlic coses oF Mossochusetts, Oregon, 
nnd Cnlifoinin, where the boards have puid some attention to wngc losses from unemploy- 
ment. But there is little evidenee thot this has been done in the other stotes. 

’In Massachusetts, the first state to adopt such legislation, "the mere focusing of 
attention upon the problem of wages and livelihood appears to have sufficed materially to 
raise the wages of many in the submerged trades" (Dorothy Douglas, op. eft., p. 7<IS), In 
the brush industry, the first to be investigated in Massachusetts, the original budget came 
to $3.71 a week; the legal “suitable" rate finally established was about $7 (on tlie assump- 
tion of full-time employment) ; but previous average earnings bad been less than $0 a week. 
In the Massachusetts garment industry SS.9S was set os a fair budget, while slightly more 
than 30 per cent hod received less then tins. Not nil the Massachusetts firms in these 
industries, nnd in others where the proportion earning less thon the wages finally detci^ 
mined upon was approximately the same, complied with the orders, nnd since ihiy were 
noncnforcenble, the proportion earning less than the minima established was not exactly 
synonymous with the number having wages raised. Nevertheless, the sum-total cifecl 
was a general leveling up of wages. The same was true during the early stages in other 
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In all cases except that of Oregon the first rates established approximated 
the actual cost figure of the budget adopted by the commission, but 
usually an interval of time, characterized by rising prices, elapsed between 
the adoption of the budget and the fixing of rates, and the minima estab- 
lished were therefore less, at the time of first taking effect, than the cost 
figure of the budget adopted at the earlier period.^ The longer the inter- 
val between adoption of Uie budget and fixation of minimum rates, the 
more inadequate, of course, were the rates as judged by the original 
budget figure. Revision of rates in accordance with cost-of-living changes 
also took place very tardily, the boards apparently feeling that the pres- 
sure of high prices had to become extremely irksome before they had 
sufficient public support to undertake rate increases. Until 19a2 not 
one of the boards succeeded in preserving the standard of living set by 
the original budget adopted for its guidance, and none of them felt author- 
ized to adopt the British policy of “pegging” rates by providing for 
automatic readjustment in accordance with price fluctuations.^ So far 
as the movement of the purchasing power of the minimum wage rates is 
concerned, the only generalization to be made is that there was a distinct 
decline during 1917, 1919, and 1920, then a rise as prices dropped, and 
very little change after 1922.* In the majority of states where minima 
were established or an attempt was made, with the cooperation of the 

states, In Washington before the minimum wage award, 1,758 women in twenty-four 
stores received less than $10 weekly, while after the first award only 561 women received 
less than this amount. In Oregon the first order confirmed by the Welfare Commission set 
$6 a week as the minimum for minors and inexperienced women; the majority had been 
receiving less. The second order established $8.50 a week in Portland, the largest city in 
the state, and $8.25 for workers outside the city, as the minima for factory workers, while 
48 per cent, investigation revealed, had been receiving less than $8. These examples are 
indicative of the extent to which wages were raised during the early years of minimum 
wage le^slation in this country. 

* Cf. “Development of Minimum Wage Lows in the U. S.,” Women’s Bureau, U. S. 
Dept, of Labor, Bullclin 61, and B. N. Armstrong, op. oil., pp. 70-73. 

’ Cf. B. N. Armstrong, op. oil., pp. 72-78. 

° Dr. Armstrong’s study showed that the purchasing power of the Massachusetts mini- 
mum wage rate (on optional rate) for experienced female workers in laundries dropped 
from the 1015 base of 100 to 55 in 1019, then rose to 103 in 1932, averaged between 100 and 
103 from 1022 to 1920, and, owing to the price drop during late 1029 and 1030, rose to 
110 in 1980. The purchasing power of the Oregon minimum rate for manufacturing 
industry dropped from a 1913 base of 100 to 67 in 1020, rose to 79 in 1022, fluctuated 
between 74 and 79 until 1920, and rose to 82 in 1931. The Minnesota minimum rate for 
experienced women or minors in any occupation in cities of 6,000 or more population did 
not become cfiective until 1910. In 1922 this Minnesota rate, owing to the decline in 
prices, had a purchasing power of 121 on the 1919 base of 100; by 1926 its purchasing power 
had dropped somewhat but in 1930 it was 134. The purchasing power of the California rate 
established for the mercantile industry in 1917 dropped to 88 in 1918, then rose steadily 
(owing to the fact that readjustments were made in California while prices rose) until 1922, 
when the index number was 132, dropped slightly during the following seven years, and 
was 42 per cent above the 1917 level in 1930. {Op. oil., pp. 74-76.) 
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employing interests, to maintain the system after the invalidating 
Supreme Court decision of 1923, the purchasing power of the legal minima 
was greater in 1930 than it had been when the initial rates were set. 

A comparison of these trends with the movement of the real earnings 
of workers in all industry, as presented in Chap. II,‘ suggests the con- 
clusion that the purchasing power of the legal minima declined prior to 
1922, while the real earnings of workers in general did not drop, and ro.se 
somewhat less rapidly thereafter. But such a comparison docs not 
afford a fair test of the efficacy of the legal minimum wage. Tlic wage 
board orders merely established (in so far as they were obeyed) minima, 
and it is probable that the rates of the more lowly paid were raised 
appreciably, or at least kept from falling as much as they otherwise 
would have done, even though Uicsc minima did not advance as much as 
average earnings in the various lines. There is no reason why one should 
refuse to accept the conclusion of the Women’s Bureau of the Depart- 
ment of Labor as to the effect of the legislation upon wages: “The basis 
for the minimum rate has been a compromise that probably established 
in most eases a rate already in effect in the average firm. The earnings 
of notably underpaid women . . . were brought up, but adjustments did 
not have to be made all along the line.’’* 

Other consequences of minimum wage legislation in this country can 
be summarized with a fair degree of definiteness. The minimum rales 
did not become the ma.ximum. In Oregon and elsewhere it was found 
after a year or two of operation that a higher percentage of the workers 
were earning more than the minimum than was the case when the initial 
awards were made. That fair employers were protected against the 
competition of “shoestring capitalists,’’ who continually attempted to 
cut costs by depressing wages, is evidenced by the change of attitude on 
the part of the majority of employers. Originally the majority were 
bitterly opposed to this type of state interference, but experience demon- 
strated to them — as it had in Australia and England — the benefits of a 
standardized minimum wage.’ The “shocstringers” remained enemies 
of the legal minimiun wage, but there is abundant evidence that the more 
responsible employers came to favor the plan. There is little evidence 
that business has been injured, and probably the minimum wage has had 

’ C/. pp. S2-115. 

* “Development of Minimum WngcLows in Uic U. S.,“ Women's Bureau, U. S. Depart- 
ment of I^nbor, Ci. One part of tlic increase in enrnings of women workers while 

the minimum wage systems were in effect win be rcgnrdcd ns exclusively n product of the 
legislation: the “back wages’* collected by the ndminislmlive commissions for workers who 
hnd been paid less than the legal rate, Beported collections in only seven jurisdiction^ 
Amounted, between 1013 nnd 1023, to more limn a quarter of n million dollars. 

® CJ, National Consumers League, jVtnimiim Wage Lairs Arr Good liusinrss; Mn««a- 
cliusctts Minimum Wage Commission, 7th /Inniiaf /{rpor/, p. 65; and B. N. Armstrong. 
op . «/., pp. 70-00, 
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only limited effect in starving out marginal or submarginal producers 
and in forcing mechanization of industry.* Under the permit system 
followed in commission form states, the problem of displacement of 
■workers unable to earn the minimum — the “substandard” group — ^has 
not been important, although it probably would have been acute in the 
flat-rate states had not the general price and wage advance prior to 
1920 brought competitive rates above the minima called for by the flat- 
rate laws. On the whole, there is little evidence of the effeet of the 
minimum wage laws upon homework. If anything, however, this type 
of sweated labor became less prevalent.* 

The foregoing account of the development, structure, and conse- 
quences of American minimum wage legislation has ine'vitably suggested 
some of the problems that have emerged; but others are deserving of 
more detailed consideration. Constantly the boards have been con- 
fronted with the question of what to do about substandard workers, 
apprentices, and minors. The theory has been that employers cannot be 
expected to pay young persons, inexperienced workers, and apprentices 
the same wages they pay experienced adult persons, and practically all 
the laws permit fixing of wages for such persons at less than the basic 
minimum established for their trade. It is difficult to discern any coher- 
ent policy underlying the rates set for these workers, and one may, indeed, 
question whether the whole concern over the problem of apprenticeship 
did not operate to prevent full effectiveness of the legal minimum wage. 
The primary purpose of the minimum wage legislation of the first phase 
of the movement in the United States was to provide a living wage for 
weak bargainers, which meant, in the majority of cases, for women doing 
work requiring so little skill that they could be easily replaced.* In more 

* Conclusive proof ns to the effect of the legal minimum wage upon meclianization of 
industry cannot be obtained. However, the mechanization tendency had been dominant 
in American industry long before the minimum wage movement, and it is reasonable to 
assume that less increase in mechanization took place in consequence of the minimum wage 
rates than did in England. 

* In only two states (California and Wisconsin) has speciGc reference been made to 
homeworkers in any of the orders. No mention even of the existence of a homework 
problem has been made in the reports of the other minimum wage states except Massa- 
chusetts. The Wisconsin Commission has stated that homework declined after minimum 
wage rates were established. 

* To quote the Women’s Bureau of the U. S. Deportment of Labor: “It is also worth 
considering whether this whole elaborate concern -with apprentices was not bosed on a false 
theory. To serve an apprenticeship of any length presupposes that the worker graduates 
from this service a skilled person able to command pay above the average. Minimum wage 
laws were not created to take care of such cases. Their purpose was to provide a living 
wage for those women doing work in which little or no skill was required, who, though they 
worked faithfully, could not command much money, simply because they were so easily 
replaced. . . . The minimum wage laws were right in providing that some concessions 
should be made to an employer who took on a perfectly green girl. The question arises, 
though, as to whether the commissions did not go astray when they interpreted minimum 
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cases than one it was comparatively easy for employers to subslitule 
young girls and inexperienced workers for experienced adults, and thus 
avoid payment of the regular minimum. The majority of commission- 
form states permitted the employment of slow or infirm workers at lc.ss 
than the regular minimum rates, but the flat-rate states were obviously 
unable to meet this problem successfully. 

A closely related problem was that of securing flexibility in the applica- 
tion of the “living” standard. During periods of rapidly rising prices 
it is generally difficult, as we have already seen, for the machinery to 
operate quickly enough to avoid considerable maladjustment. Certainly 
it would be highly desirable that the central administrative bodies be 
given power to make temporary adjustments without waiting for the 
meeting, hearings, and final determinations of the trade boards. Tvro 
other devices for increasing flexibility would be the forestalling of bad 
wage conditions as yet only apprehended by empowering the commission 
to issue rulings for trades still on a living basis and the easing oS of radical 
advances by permitting the commission under exceptional circumstances 
to distribute a scheduled advance in wages over a specified period.' 

Finally, we may turn to the fundamental question : Should the finances 
of business be considered when state boards set minimum rates? While 
the laws of only three of the states having minimum wage legislation 
prior to the adverse 1923 decision specifically charged that the needs of 
industry be given consideration, industry in fact was both vocal and 
powerful when it was represented on state boards, and its economie posi- 
tion probtibly was given as much consideration ns was that of the workers. 
The feeling of those most active in bringing about minimum wage legisla- 
tion in this country has been that as a long-run proposition no industry 
is justified in claiming that it is unable to pay a living wage to its workers. 
An industry’s workers have to be supported somehow; if it docs not 
assume this responsibility, it is existing on the bounty of others. Perhaps 
other members of the woman’s family (and hence indirectly the industries 
employing them) arc making up the difference between the cost of her 
maintenance and the wages she receives; perhaps the cost is ultimately 
met by society as a whole in the upkeep of hospitals, charities, and reform- 
atories which are more necessary' than they otherwise would be because 
of the physical deterioration and moral degeneration caused by low wages. 
Somewhere, somehow, the difference must be met. It has been said, with 
perhaps a little more reason, that while no industry can justifiably plead 
, indefinite inability to pay linng wages, the making of such minima a first 


wage npprcnti«.slup to mean sacli a long learning period that it sliould produce not a 
minimum ivorkcr, not an rapcrienccd worker, but a trained u’orkcr.” “Development o( 
Minimum Wage Lam in tbe U, S., Bulletin CJ, p. 158. 

' These are the suggestions ot Mrs. Dougins in the article to which reference lias already 
been nude. 
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charge against new and struggling industries places an unjustifiable 
burden upon them. This “infant-industry” argument can easily be 
pushed too far. To say that an industry should be permitted to pay 
less than living wages m order that it may “get started” is really to say 
that it must be subsidized by its own wage earners. If it is certain that 
the industry must be subsidized in order to exist during its early stages, 
and if it is equally certain that such an industry is socially and economic- 
ally worth the cost of the necessary subsidy, then perhaps some form of 
aid is expedient. But why, in such a case, should the wage earners be 
singled out as the group upon whom the incidence of the subsidy must 
fall ? On both social and economic grounds it would be better that such 
a subsidy should come from the state. Certainly, since industry and 
society as a whole must support all their wage earners, an industry which 
pleads inability to pay living wages is existing upon the economic effort 
of others, and public opinion is coming to hold that the maintenance of 
at least a subsistence standard of living for all its workers is a responsi- 
bility which every industry must assume. 

When the Supreme Court of the United States in 1923, by a vote of 
five to three,' held the District of Columbia minimum wage law to be in 
contravention of the Fifth Amendment to the Federal Constitution, the 
first phase of this movement virtuaUy came to an end, and not until the 
depression years of the 1930’s did the legislatures again attempt to enact 
minimum wage laws. In November, 1926, the Supreme Court of the 
United States declared the Arizona law to be unconstitutional upon the 
authority of the District of Columbia decision,* and in the same year and 
for the same reason the Supreme Court of Kansas declared the minimum 
wage in that state to be constitutionally invalid as applied to adults.’ A 
federal district court in 1924 declared the Wisconsin law to be a violation 
of due process,’ and in Minnesota the attorney general ruled that the 
minimum wage law was not enforceable as applied to females over eight- 
een years of age.’ In 1927 the Supreme Court of the United States 

‘ Aikim r. Children’s Bospial, «61 U. S. 525, 48 Sup. Ct. 804. This decision, the 1880 
decision invalidating the 1933 New York law {Morekead v. People ex rel. Tipatdo, 66 Sup. 
Ct. 018), and the 1987 decision sustaining the Washington law of 1918 and thereby over- 
ruling the decision (Went CcoH Hotel Co. v. Parrish, 309 TJ. S. 279) are discussed in the 

Jollowing wUno of this chapter (pp. 324-856), where the constitutional issues to which 
minimum wage legidation has given rise are treated in detad. 

* Murphy v, Sardell, 269 U. S, 530. 

’ Topeka Laundry Co. e. Court o/ Industrial Relations, 110 Kan. 12. 

* Foldiny Furniture Works t. Industrial Commission of Wisconsin, 800 Fed. 991. Earlier 
a manufacturer in Wisconsin had secured an injunction restraining the Industrial Com- 
mission from enforcing the law. FoUowing the decision in the Folding Furniture Worb 
Worb case, Wisconsin amended her law with a view to meeting the objections raised by 

the courts. n m • -sk* 

'Later a dedsion of the Minnesota Supreme Court (Sieninson f. Waw, 161 Mum. 
444) held that the Adldns ruling made the Minnesote statute invalid as applied to adult 
females hut that the dedsion did not affect the minimum wage lew as appUed to minors. 
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decided ngninst the constitutionality of the Arkansas law.' Tlic Puerto 
Rican Supreme Court, the year after the Adkins decision, held to he 
unconstitutional the law enacted by Congress for Puerto Rico in 101D.= 
The Utah flat-rate law was repealed by the legislature of that stale in 
1929,’ and the Nebraska^ and Texas’ laws, ns has already been noted, had 
been repealed before the Adkins decision. By 1933, then, only nine of 
the fifteen states whose minimum wage legislation has been deseribed 
in tlie preceding pages — California, Colorado, Massachusetts, Minnesota, 
North Dakota, Oregon, South Dakota, Washington, and Wisconsin- 
retained such laws.® In the majority of these states, little attempt at 
enforcement was made, in view of the obvious applicability of the District 
of Columbia case ruling to the laws.’ 

During the years between 1923 and 1939 — ^years, it will be remem- 
bered, when the real income of the majority of the workers was increasing 
and the temper of the time was one of social complacency — it probably 
would have been impossible for proponents of minimum wage Icgislntion 
to have aroused public opinion sufficiently to bring about enactment of 
laws calculated to circumvent Supreme Court objections to the earlier 
type of statutes. But the great depression of the 1930’s brought the 
minimum wage movement back into its own. The conviction developed 
that unfair wage standards not only undermine the health and well-being 
of the workers, but threaten the stability of industry itself, and that the 
states must again turn their attention toward minimum wage laws ns 
protection against unfair methods of competition by ruthless and unseru- 
pulous competitors. Those who for a time after the District of Columbia 
decision had been convinced of the futility of enacting this type of protec- 
tive legislation began to hope tliat were a test ease again presented to 
the Supreme Court, a majority might hold that time and experience had 
demonstrated the reasonableness of this typo of regulation — that in the 
light of changed conditions and broader information the rcasonablc- 
nc-ss of such interference with freedom of contract had been established. 
Under the inspiration of the National Consumers League, search began 

' Donham r. Wetl-K(Uon MJg. Co., 273 U. S. B57. 

* People r. SueecMors of Laumaja and Co., 32 P. R. Rep. 700. 

® Acts of 1020, Clinp. 0. 

* Acts of 1010, Chop. 100. 

® Acts of 1021, Chop. 118. 

' This enumerntion includes, it will be nolcd, the Wisconsin and Slinncsotn laws. In 
the former state, ns has nlrcndy been said, the legislature amended the law after it bad been 
declared to be unconstitutional by a fcdcml district court. The Minnc.sotn Supreme Court 
had declared the law to be uncnforecoblc so far as adult females were concerned, hut 
the law was still on the statute books and had not been spccific.ally invalidated by the 
United States Supreme Court, ns had the .Arizona and Arkansas mea.surcs; and it may 
therefore be put in the .same category ns the other laws still retained by the states in 1033. 

* The Mnssachu.sctts law was, of course, not nircctcd by the Adkins decision, since it 
was not mandntor}-. 
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to be made for a minimum wage formula which would be free from the 
objections raised by five members of the Court in 1923. Interstate labor 
conferences, finally culminating in the signing in 1934 of an interstate 
compact, were held during the first half of the 1930’s.^ Early in 1933 
President Roosevelt communicated with the governors of thirteen indus- 
trial states, urging the enactment of minimum wage laws “for the protec- 
tion of the public interest,” and pointing out that “the continual lowering 
of wages is a form of unfair competition against other employers, reduces 
the purchasing power of the workers, and threatens the stability of indus- 
try.” Seven states — Connecticut,® Illinois,® New Hampshire,^ New 
Jersey,® New York,® Ohio,® and Utah® enacted minimum wage laws in 
1933, all except the last-named following the model bill of the National 


1 These interstate conferences and the eventuating compact on minimum wage stand' 
ards were important enough to warrant a few words of special mention. The movement 
began at a council of governors held in Albany, N. Y., in January, 1931, at the invitation 
of Governor Roosevelt. The governors of seven states, or their representatives, attended; 
Massachusetts, Connecticut, Rhode Island, New York, New Jersey, Pennsylvania, and 
Ohio. At a second conference, held in Harrisburg in June, 1931, these seven were joined 
by representatives of the governors of Delaware, Maryland, and West Virginia. At both 
of these conferences, attempts were made to draft an interstate compact to be submitted 
to the legislatures of the participating states. The Massachusetts legislature, during the 
1933 session, created a Commission on Interstate Compacts Affecting Labor and Industry, 
and the same year another interstate conference was held, this time in Boston, the partici- 
pants being Connecticut, Maryland, New Hampshire, New Jersey, New York, Ohio, 
Pennsylvania, Rhode Island, and the U. S. Department of Labor. The following year 
delegates from seven northeastern states met at Concord, New Hampshire, and signed the 
first interstate compact for establishing uniform standards for conditions of employment, 
particularly in regard to the uniform minimum wage for women and minors. Signatories 
were representatives of Maine, New Hampshire, Massachusetts, Connecticut, Rhode 
Island, New York, and Pennsylvania. This compact aims to secure uniformity in state 
laws by prescribing general standards substantially the same as those enacted into law by 
several states in 1933, when the “value-of-service” sUndard was adopted in the hope of 
circumventing objections urged against the "living-wage" standard by the Supreme Court 
in 1923. Title III of the Compact declares against “an unfair or oppressive wage,” as 
defined in the New York law of 1933, discussed in the immediately following pages. The 
Compact commits ratifying states to maintain the standards set forth thermn and to refrain 
from withdramng ratification except after two years’ notice. The terms of the Compact 
make it operative when ratified by two states and consented to by Congress. By 1937 
three states hod ratified: Massachusetts (1934), New Hampshire (1935), and Rhode 
Island (1936). 

® Cumulative Supplement to General Statutes, 1931-1953, Chap. ISln. 

• Acts of 1933, p. 697. The 1933 law was limited to a two-year period, but the Illinois 
legislature in 1935 made it permanent (Acts of 1936, p. 840). 

* Acts of 1938, Chap. 87. 

'Actsof 1988, Chap. 162. 

' Supplement to Cahill’s Consol. L., 1931-1935, Act 19, Chap. 32. 

> Acts of 1933, p. 602. , . . . 

' Acts of 1933, Chap. 88. The Utah law replaced the flat-rate law of that state, which, 

as already stated, had been repealed in 1929. 
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Consumers League and supplementing the living wage or health and 
deceney standard by the “reasonable-value” principle. The following 
year Massachusetts repealed its original law, which had been enforceable 
merely by publie opinion and publicity, and substituted a new one based 
upon the Consumers’ League standard bill.' Between 1933 and 103G, 
then, sixteen states had minimum wage laws, eight of these- being hold- 
overs from the earlier period of minimum wage legislation, one’ a 1933 
enactment but following both in definition of a minimum wage and in 
administrative structure the earlier laws, and seven’ of the type evolved 
during the 1930’s in the hope of overcoming tlie Supreme Court objections 
set forth in the District of Columbia decision. During the one-year 
period between invalidation of the New York law in 1936 and the final 
declaration of the Supreme Court in 1937 that wage fixation by govern- 
mental machinery is a proper exercise of the police power, these laws 
remained on the statutes of practically all the states; and in prevailing 
legal opinion they automatically became enforceable when the decision 
of the latter year marked the beginning of the third phase of minimum 
wage legislation in the United States.’ The standards and administrative 
provisions of those laws that were holdovers from the earlier period of 
minimum wage legislation have been summarized earlier in this chapter, 

' Acts of 1034. Chnp. 808. Amended by Aels of lOSS, Clinp. 207. 

* Califomie, Colorado, Minnesota, North Dakota, Oregon, Soutli Dakota, Washington, 
and Wisconsin. 

’ Utah, This law is similar to the one California has had since 1013. The State Indus- 
trial Commission is empowered to ascertain the wages paid, the hours, and the conditions 
of labor generally in the various occupations. If, upon investigation, it is determined that 
wages paid “are inadequate to supply the cost of proper living,” the commission may call 
n wage board into conference. After public hearing nnd recommendation of the board, the 
commission is empowered to 6x a minimum wngc, a maximum number of hours, nnd the 
standard conditions of labor "demanded by the health nnd welfare of the women nnd 
minors engaged in any occupation.” ilonthly Labor Rrrieto, vol. 42 (Mnreh, 1935), p. 058. 

’ Connecticut, Illinois, Massachusetts, New Hampshire, New Jersey, New York, and 
Ohio. 

‘ Question may arise in the render's mind ns to the correctness of the statement that 
all the unrepealed minimum wngc statutes of 1037 — those incorporating the "valuc-of- 
service" principle of the laws of the 1030’s as well as tlie laws that were holdovers from the 
earlier period nnd included the "living-wage” standard — automatically became cnforcc.ahlc 
in consequence of the 1037 decision, in view of the fact that this decision pertained only 
to the earlier type of law. The question anticipates the whole question of con 5 titutionnlit,v, 
to which we shall shortly turn. It may be said nt this point, however, that the statement 
is correct. In the New York case of 1030 the slate had not asked for reconsideration of the 
adverse xVdkins precedent, but had based its appeal from the highest state court upon the 
contention that there was a substantive difference between laws of the earlier type nnd those 
like the New York statute. Five of the nine members of the Supreme Court (for reasons 
indicated later) held that there was no substantive dinercncc between the two laws, and 
since this was the ground for appeal, tire decision was adverse to the state. Cerlainly if 
there was no substantive difTcrcnce between lasvs of the earlier and those of the la ter period, 
tlic latter were obviously aFcctcd by a decision upholding one of the former. 
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but those of the period of the 1930’s should be discussed in a little detail 
at this point. 

Such a discussion necessarily anticipates somewhat the whole question 
of the constitutionality of minimum wage legislation, which is the concern 
of the following section of this chapter, since the laws were drafted for the 
specific purpose of eliminating features the Court had found to be objec- 
tionable and profiting by what were believed to be plain intimations in 
the 1923 adverse opinion. For the immediate purpose of summarizing 
the standards and procedure provided by these later laws, it is sufficient, 
however, to say that while Mr. Justice Sutherland, speaking for the 
majority in the District of Columbia dedsion, declared a statute requiring 
payment solely on the basis of the amount necessary to protect health 
and morals, without regard to “the value of the services rendered,” to be 
“a naked, arbitrary exercise of power . . . that cannot be allowed to 
stand under the Constitution of the United States,” he also observed that 
“a statute requiring an employer to pay the value of the services ren- 
dered . . . would be understandable.” There seemed to be a plain 
intimation in this last statement, vague though the reference to “value 
of services ” was. Obligingly, the state legislatures of the 1930's, inspired 
by the National Consumers League, set about the task of enacting the 
kind of laws the Supreme Court majority of 1923 had said “would be 
understandable.” 

In consequence, the living-wage standard was supplemented, in these 
more recent laws, by the “ value-of-service” standard.^ A fair wage was a 
wage "fmrly and reasonably commensurate with the value of service or 
class of service rendered”; an “oppressive and unreasonable wage” was 
a wage both less than fair and reasonable value, as just defined, and less 
than the amount necessary to meet the minimum cost of livmg necessary 
for health.® In other words, the states made no attempt to regulate 
fair value if wages paid were already above the subsistence level. It was 
believed that the incorporation of the “reasonable-value” standard had 
circumvented the objections of the Supreme Court majority. Should 

1 The reference to “protection of morals,” incorporated in the early laws, was dropped 
entirely from the laws enacted in IflSS, because of the Supreme Court maiority’s 1923 
dictum that wages have little or nothing to do irith morals. The dropping of this one of 
the prindples by which the boards were to determine the amount of the minimum wage 
was, however, not important. Inevitably, the boards would have to take into account the 
same considerations when they determined wages necessary for “living” and for “health” 
that they took into account when determining the amount sufBcient to protect morals. 

“ There was not complete uniformity among the states enacting, in general, the pro- 
visions of the “standard” bill. The Massachusetts law of 1934 declared merely that 
wages must be fairly commensurate with the value of service or class of service rendered: 
the Connecticut law, while conforming to the standard law in other respecU, had the 
older basic standard of a wage sufficient to meet the minimum cost of living necessary for 
health; the others included both the living wage and the value of service standards, and 
declared wages to be oppressive and unreasonable when they were less than both. 
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wages already paid be a fair equivalent of the value of the worker’s 
services but not enough for subsistence — as Mr. Justice Sutherland must 
have thought they might be when he referred to the possibility of the 
employer’s “paying a fair equivalent for the services rendered, though 
not enough to support the employee”' — the administrative ofTicials had i 
no authorization to set legal minima. On the other hand, they could not 
even establish minimum wages at the “fair-value ” level (as the Court had 
implied would not be improper or unconstitutional) if the workers were 
already receiving enough for health and livelihood but less than the fair 
value of their services. 

Upon first thought, it may seem that the legislatures were adopting 
a highly abstract, if not a meaningless, standard of wage fixation. On 
value-theory grounds it is, of course, conceivable that the productive 
contributions of workers in retarded or declining industries, even of those 
employed in the better equipped and more efficient establishments of such 
industries, might be worth less than the cost of their subsistence, owing 
to the low exchange value of the products they aided in producing. As a 
general proposition, however, the enunciation of the reasonable value 
principle might seem, upon supcrfieial examination, to be not much more 
than a declaration in favor of the status quo with respect to wages. It 
was, in fact, much more. All the state laws directed the Commissioner 
and the wage boards, in setting the legal minima, to be guided by (1) such 
considerations ns would guide a court in a suit for reasonable value of 
services rendered where the services were rendered at the request of an 
employer without contract as to the amount of the wage to be paid, (2) the 
wages paid in the state for work of a like or comparable character by 
employers who voluntarily maintained minimum wage standards, and 
(3) all other rclcvent circumstances. It will be noted that these direc- 
tions accorded with the traditional method of Anglo-American law in 
applying the standard of reasonableness, and that the practice prescribed 
was the one that has governed the determination of rates for common 
carriers. Moreover, the provision that the boards should consider wages 
paid for work of a like or comparable character by employers who volun- 
tnrilj' maintained minimum fair wage standards made possible an c.\'crcisc 
of the reasonable value principle to scale up the low wages paid by irre- 
sponsible firms to the average standard, and at the same time encouraged 
employers to evolve fair standards within industry itself. 

In administrative structure, the minimum wage systems established 
in the first half of the 1030’s followed, with some simplifications, those 
of the e-arlier period. Administration was vested in the State Commis- 
sioner of Labor or one of his subordinates,'^ instead of in a commission, lliis 
official being authorized, whenever there was reason to believe a sub- 

• Cf. infra, pp. 33S-33D. 

’ Tlic adminiatnitiTC oITicinls Imvc been: In Conncclieut, the Commissioner of Labor 
nnd liic Dircelor of llic Minimum TVnpc Division; in Blinois, !lic Department of Ijbor; 
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staatial number of women or minors in any occupation or industry were 
receiving less than a subsistence wage, to conduct an investigation of this 
question and also of whether wages paid were fairly and reasonably 
commensurate with the value of service rendered,’^ The investigations 
were delegated to triparte boards which, upon ascertaining that a sub- 
stantial portion of women and minors in the occupation or industry were 
receiving less than a subsistence wage and less than the reasonable value 
of their services, recommended to the Commissioner the minimum wage 
they deemed proper in view of the general charge in the laws. After 
acceptance by the Commissioner, and the lapse of a specified period of 
time during which employers had the opportunity voluntarily to comply, 
the recommended legal minima became mandatory. AH industries, 
trades, businesses, or branches thereof in which women and minors have 
been employed except domestic service in the employer’s home and farm 
labor have been covered by the laws. Noncompliance with mandatory 
orders has made the employer liable to fine or imprisonment or both, each 
week in any day of which an employee has been paid less than the rate 
set constituting a separate offense as to each employee so paid.® As under 
earlier laws, women or minors with earning capacity impaired by age, 
physical or mental deficiency, or injury were eligible to receive licenses 
authorizing wages lower than the established minima, and the laws have 
directed that special rates be set for apprentices. 

It is perhaps unnecessary to say that the period of time between the 
enactment of these laws and the Supreme Court decision of lune, 1936, in 
which the Court held that the supplementing of the necessities of the 
worker standard of the pre-1923 laws by the value of service standard was 
a difference in phraseology and not in content and that the laws were in 
contravention of the Fourteenth Amendment, was too short to provide 
an adequate test of the economic effects of minimum wage legislation 
during a period of such economic abnormality as that of the first half of 
the 1930’s. Such evidence as is available indicates that the effects were 
much the same as during the first phase of American minimum wage 
legislation, as already discussed in detaU.® That the wages of women in 
laundries, retail trade, and other lines for which wage boards were estab- 


in the Commissioner of the Department of Labor and Industry or any 

authorized representative or representatives; in New Hampshire, the Labor Commissioner; 
in New Jersey and New York, the Commissioner of Labor and the Director of the Mimm^ 
Wage Division; in Ohio, the Director of Industrial Relations and the Supcrmtendent of the 

Minimum Wage Division. . ^ j • 1.1 

1 An the laws have provided that the occupation or industry to be investigated might 
be either at the discretion of the Commissioner or upon the request of a specified number 

(usually SO) residents of the state. , . , , • j j ii. 1 

» Two of the laws, those of Connecticut and New Hampshire, have also provided that 
the employee may recover the difierence between the legal minimum wage and wages 
paid, together irith costs. 

® Supra, pp. 312-316. 
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lished and legal minima set were leveled up appreciably, even during this 
short period of time, there can be little question; and it is equally certain 
that a wage slashing movement began in some of the regulated trades 
immediately after the adverse 193C decision. 

But with the reversal, in 1937, of the position of the Supreme Court 
majority on the question of the constitutionality of minimum wage legis- 
lation, and the final declaration — even though by a majority of only 
one — that the Fourteenth Amendment docs not forbid legislatures to 
enact such laws, the third phase of this movement commenced in the 
United States. In many ways, it promises to be the most important and 
the most fruitful phase. The doud of unconstitutionality has at last 
been removed. The quasisubterfuge of a “value-of-scrvice” standard, 
instead of a standard that honestly states the purpose of forcing industry 
to pay its women workers a living wage, need no longer be resorted to. 
The laws still retained by the states have become enforceable again, and 
in 1937 three states* adopted minimum wage legislation for the first 
time, some reenacted with modifications their former laws, and others 
strengthened existing laws.® At the end of 1937, a total of twenty-two 
states,® in addition to the District of Columbia, whose former law again 
became effective after the decision of the Supreme Court in the Washing- 
ton case, had minimum legislation. There is, moreover, some reason to 
believe that federal regulation of wages of both sexes in industries sub- 
stantially affecting interstate commerce would be sustained by the Courts. 
It will be interesting to observe the progress and appraise the consequences 
of this movement in the years that lie ahead. 

Constitutionality of Minimum Wage Legislation 

The Supreme Court vicissitudes of minimum wage legislation, extend- 
ing over a period of two decades, and at long last culminating in a five-to- 
four 1937 decision that such laws are a reasonable exercise of the police 
power of the state, furnish an illuminating commentary upon the manner 
in which our system of judicial reidew sometimes operates. The deci- 
sions arc of profound importance in the annals of American constitutional 
law, and in the entire story of the attempt of men by democratic processes 

* Nevada, Oklahoma, and Pennsylvania. The Oklahoma Insr departed from American 
precedent in that the rrages of men ns well ns of vromen rvcrc made suhjeet to the hir. 

^ Arizona, whose earlier law was invalidated in 1PZ5 on the anlhority of the Adkins 
decision, c.illed n special session of its Ic^slature in 1037 and enacted n new minimum wage 
law. New York and Massachusetts that yc.'ir reenneted with some modifications their 
former laws, nnd Colorado, Connecticut, Afinnesoto, and Wisconsin strengthened their 
existing laws. U. S. Bureau of Labor Statistics, “Major State Legislation Enacted in 
1037,” Labor Informalion BiilMin, vol. 4 (August, 1037), pp. 6-0. 

* Arkansas Arizona, California, Colorado, Connecticut, Illinois Mossaciiusctts 
Minnesota, Nevada, New nnmpstiire. New Jersey, New York, North Dakota, Ohio, 
Oklahoma, Oregon, Pennsylvania, Rhode Island, South Dakota, Utah, Wosliington, nnd 
Wisconsin. 
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to solve the problems emerging from social and economic change. They 
deserve our careful scrutiny. 

One of the chief reasons why the legal minimum wage was not made 
applicable to adult males in the United States, as we have already seen, 
was the virtual certainty that such regulation in private employments 
would have been held to be unconstitutional, as abridging the freedom of 
contract that is implied by the word “liberty” in the Fourteenth Amende 
ment.^ It was believed, however, that the courts would sanction mini- 
mum wage legislation for women on the same grounds that underlay 
their sanction of other protective legislation. The MvUer v. Oregon 
decision, upholding as a proper exercise of the police power limitations 
upon the number of hours women might sell their services because of the 
social necessity of maintaining their health, seemed to afford a clearly 
applicable precedent. And, indeed, it seemed for a time that the courts 
would immediately (as they ultimately did) apply to minimum wage 
laws the same reasoning they had applied to laws limiting the hours of 
work of women. Immediately after the Oregon law had been enacted 
(1913), a test case was instituted, the law was upheld by the Supreme 
Court of that state, and then by a f our-to-four vote of the Supreme Court 
of the United States.® Since the highest court, even though by an even 
division, had left the legislation in force, the constitutionality seemed 
assured, and several state courts upheld minimum wage laws on the basis 
of the Oregon decision.® But in 1923, as has already been said, the 
Supreme Court of the United States held the District of Columbia law 
to be in contravention of the Fifth Amendment,* five members® holding 

* It is worth recalling at the outset, however, that the Constitution does not specifically 
mention “freedom of contract.” The Constitution speaks of "liberty,” and freedom of 
contract is one of the implied components of liberty. As Chief Justice Hughes expressed 
it in the 1937 majority opinion sustaining the Washington minimum wage law: "What is 
this freedom of contract? The Constitution does not speak of freedom of contract. It 
speaks of liberty, and prohibits deprivation of liberty without due process of law.” West 
Coast Hotel Co. v. Parrish, 800 U. S. 891. 

* Stetller v. O’Hara, 69 Ore. 619 (1914), 243 D. S. 629 (1917). No opinion was written 
in this case, the Court merely rendering a per curiam dedsion which said: "Affirmed with 
costs by an equally divided court.” Mr. Justice Brandeis did not participate in this 
Supreme Court dedsion because he had defended the measure as counsel when it was 
before the Oregon Supreme Court, prior to his appointment to the Supreme Court of the 
United States. 

> State V. Crowe, 130 Ark. 262, 197 S. W. 4 (1917); Holcomhe v. Creamer, 281 Mass. 99, 
120 N. E. 364 (1918); Williams v. Evans, 139 Minn. 32, 166 N. W. 494 (1917); Larsen v. 
Rice, 100 Wash. 642, 171 Pac. 1037 (1918). 

* Adkins V. Children’s Hospital, 261 U. S. 626, 43 Sup. Ct. 394 (1923). Perhaps it is 
gratuitous to explain that the substantive issue in the case of the law enacted by Congress 
for the District of Columbia was the same as in the case of laws enacted by state legislatures 
for the states, since the Fifth Amendment places the same restrictions upon Congress that 
the Fourteenth Amendment places upon state legislatures. 

® Justices Sutherland, McKenna, VanDevanter, McReynolds, and Butler. 
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against tlie legislation, three for it,* and one not participating.' Upon the 
authority of this decision there followed the already-mentioned' United 
States Supreme Court and state court decisions adverse to minimum wage 
legislation;* and then, in 1930, the fivc-to-four decision that incorporation 
of the “fair-value” principle had not brought within the realm of con- 
stitutionality a type of legislation decided in 1923 to be unconstitutional.* 
Finally, in 1937, exactly twenty years after it had decided the first 
minimum wage ease, the Supreme Court — again by a five-to-four vote — 
ruled that “the decision in the Adkins ease was a departure from the 
true application of the principles governing the regulation by the state 
of the relationship of employer and employed. . . . Our conclusion is 
that the case of Adkins v. Children’s Hospital should be, and it is, over- 
ruled.”® The dissenting opinions of 1923 became majority opinion, and 
therefore existent judicially made law, in 1937.* 

Two other facts should he recorded before we turn to detailed scrutiny 
of the minimum wage decisions: (1) that this legislation first was declared 
to be unconstitutional because of an accident as to time; and (2) that of 
the thirteen justices® who were memhers of the Supreme Court when the 
two eases decided adversely were heard, seven® voted in favor of sustain- 
ing minimum wage legislation when the question of constitutionality was 
presented to them in either or both cases, and six'® voted against it. UTiilc 

* Clue! Justice Tod and Justices Holmes nud Snntocd. 

' Mr. Justice Brnndcis did not participate in tl)c decision because the substantive issue 
was the same os that of the Oregon ease, and niso because a member of bis family bad been 
connected with the District of Columbia minimum wage board. Since Justice Brandcis' 
■views on the legal minimum w.igc, even before he voted in the ID30 nnd IP37 eases, were o 
matter of common knowledge, the Adldns decision should really be regarded ns another of 
the G-to-1 rulings of the Supreme Court. 

* Supra, pp. 317-318. 

* ilurphy r. SardcU, 209 U. S. 030; Donham e. TT^csf-AVfron Affg. Co,, 273 U. S. 057; 
Topeka Laundry Co, r. Coiirf o/ Industrial Relations, 119 Kansas 12; People e. Successors of 
Laurnaga and Co., 32 P.n. Rep. 700; Slrrmson v, St. Clair, ICI Minn. 4M. 

* Atorchead r. People ex rcl. Tipaldo, 203 U. S. 070, 50 Sup. Ct. OIB. Those holding the 
New York law to be uncanstitutionnl were Justices Butler, Sutherland, VnnDcrantcr, 
McRcynolds, and Roberts. Those dissenting were Chief Justice Hughes and Justices 
Brnndcis, Stone, nnd Cnrdozo. 

* tl'esl Coast Ilotel Co. e, ParrisA, 300 U. S. SOI. 

’ In fact, the 1037 majority opinion, written by Cliicf Justice Hughes, consisted in no 
inconsiderable part of quotations, made with approval, from the dissenting opinions 
rendered by Chief Justice Taft and Justice Holmes in tlie xVdkins ease of 1923. 

‘ Sutherland, Butler, VnnDcvantcr, McRcj-nolds, AlcKcnnn, TnfU Holmc.s. Sanford, 
Brnndcis, Roberts, Hughes, Cnrdozo, and Stone. 

° Toft. Holmes, Sanford, Brandcis, Hughes, Cnrdozo, nnd Stone. 

Suthcri.and, Butler, YnnDcvnntcr, McRcynolds, AIcKcnna, nnd Roberts. jVs is indi- 
cated later. Justice Roberts in 1937 voted to uphold the lYnshington stale statute. This 
did not constitute n clc.ir reversal of position, since — ngnin ns has already liecn said a 
rcconsidcrntion of the Adkins precedent had not been sought in the 1939 c.asc. but only 
determination of whether the inclusion of the “s’aliic-of.servicc'* principle in the New \ erk 
law made the statute substantively diSerent from the one invalidated in the xldkins ease. 
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we do not know with official certainty how individual justices voted in 
the four-to-four 1917 decision that left miniTniiTn wage legislation in 
force, we can make deductions from the subsequent votes of some of them 
upon the same question, and we know the position of the one member 
(Chief Justice Taft) appointed between 1917 and the October, 1922 term 
of the Court. It is practically beyond question that had the Aflltinja 
case been heard earlier than that term of the Court — ^as it probably would 
have been had it not been for the illness of a District of Columbia Court of 
Appeals judge and the presence on that Court of a substitute who upheld 
the legislation, thus preventing its going to the Supreme Court until the 
next term — the statute would have been sustained five to three, with one 
justice not participating.* The consequence would have been the avoid- 

I A number of students have traced through the interesting story of the way minimum 
wage legislation became unconstitutional not because it was inherently against the prin- 
ciples of the constitution, but because the personnel at the time of the decisive case happened 
to be one that insisted on interpreting the consUtution in a certain way. The discussions 
of Professors Thomas Reed Powell and A. A. Bruce, both of which have been reprinted 
in The Supreme Court and Minimum Wage Legislalion, edited by Dean Roscoe Found, are 
espedally worth reading. The story may be sketched briefly. The Stettler case of 1917 
was decided by an even division, as has already been said, and minimum wage legislation 
was left in force. We do not know how the eight participating Justices voted in this case, 
for it was merely disposed of in a per curiam opinion which contented itself with saying, 
" Affirmed with costa by an equally divided court.” However, three of the five justices who 
voted against the legislation in 1823 (McKenna, VanDevanter, and McHeynolds) were 
on the bench in 1917, and it is only reasonable to suppose that they gave three of the four 
1917 votes against the law. The other 1917 justices were Brandeis, White, Holmes, Day, 
Pitney, and Clarke. Justice Brandeis, for reasons already indicated, did not participate. 
Since Justice Holmes dissented in 1923, it is reasonable to assume that he voted to sustain 
the law in 1917. The general liberal bent of Justice Clarke’s decisions in other cases 
creates a strong presumption that he, abo, voted to sustain minimum wage legislation in 
1917. E^dently, then, the fourth justice against the law in 1917 was either White, Day, 
or Pitney, The opinions of these three justices in other cases create a strong presumption 
that Chief Justice White was the fourth to vote against the Oregon statute, and that 
Justices Day and Pitney were the other two to support it. This same bench continued 
until after the October, 1920, term of the Court. The only change between the October, 
1920, and the October, 1921, term was the appointment of Chief Justice Toft, who upheld 
miiumum wage le^slation in 1923, in place of Chief Justice White. Since the Court had 
been equally divided in 1917, with Chief Justice WHte probably one of those holding against 
minimum wage legislation, the Court after October, 1921, had five members (six if one 
includes Justice Brandeis, who participated in neither the Stettler nor the Adkins cases) 
in favor of minimum wage legbbtion. Had the Adkins case come before the Court then, 
it would undoubtedly have been upheld five to three, with one not participating. Even 
if the assumption as to Chief Justice Wlute’s 1917 vote is incorrect, and he voted for the 
law and either Day, Pitney, or Clarke against it, there would still have been the four-to- 
four division necessary to leave this legislation in force. But providence intervened to 
protect American freedom of contract. One of the District of Columbia Court of Appeals 
judges (Judge Robb) was ill when the case first came before that tribunal, and a substitute 
(Judge Stafford) joined with Chief Judge Smythe in upholding the law, the third judge 
(Judge Van Orsdel) dissenting; and this favorable decision prevented the case’s going on 
to the Supreme Court of the United States at a time when five members of that bench 
probably would have upheld constitutionality of the statute. On his return to the Court 
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nncc of a fourtccn-j-car period during which the legislation had upon it 
the stamp of unconstitutionality. The whimsical madness sometimes 
manifested by our sj-stem of judicial review becomes only more apparent 
when we remember that a majority of those justices participating in the 
two cases in whieh tlic legislation was held to be unconstitutional were 
convinced of its constitutionality, but that in consequence of tlie accidents 
of death, resignation, and appointment, five of the nine members were 
opposed when eacli of these two decisive eases was heard, 

A critical examination of tliesc decisions is now in order. 

The Adkins Dedsion: Judidal Condemnation of the Legal Minimum 
Wage as a Sodal and Economic Institution. — ^Thc basic question before 
the Supreme Court in the District of Columbia ease was, of course, 
whether the statute involved an unconstitutional interference with the 
freedom of contract included within the guarantees of the due process 
clause of the Fifth Amendment.' Obviously, minimum wage laws arc 
tantamount to taking liberty in the sense that the right of employers and 
workers to include any terms in the contract of employment at will is 
limited, and the argument that they take property is based on the fact 
that at least a definite minimum amount must be paid to each employee. 
But these rights guaranteed by the Fifth and Fourteenth /Vmendmenls 
have never been regarded as absolute things. Wlicn measures interfering 
with liberty or burdening property are reasonably necessary to the public 
health, safety, morab, or welfare, they then constitute a proper exercise 
of the police power of the state; liberty and property are taken, but trilk 


of Appcdh bcncli after recovery from his illness, however. Judge Robb ordered n rehearing 
of the ciise. joined with Judge Van Orsdcl over the dissent of Chief Judge Smylhe in declar- 
ing the law to be invalid, and thus sent it on to the Supreme Court for hc.ariRg nnd decision 
during the October, 1022, term. But three cliangcs had by then taken plaec in the per- 
sonnel of the Supreme Court, and these changes decided the fate of minimum wage legis- 
lation. Justice Sutherland, who wrote the I02S majority decision, had succeeded Justice 
Clarke, Justice Butler had succeeded Justice Day, and Justice S.inford had succeeded 
Justice Pitney. Justice Sanford concurred in the Taft dissent of 1923, but the two other 
new appointees — Sutherland nnd Butler— decided ngninst the constitutionality of mini- 
mum wage legislation. These changes in personnel were the real reason why minimum 
wage legislation was held to he unconstitutional. 

’ The appellee was a corporation maintaining a hospital for children in tlic District of 
Columbia. Some of the women employed srerc paid Ic.ss than the legal minima .set by the 
wage board, and suit was entered in the Supreme Court of the District of Columbia to 
restrain the board from enforcing or attempting to enforce its order, on the ground that the 
same was in contravention of the constitalion, and particularly the due process of the 
Fifth .\mcndmcnt. The Supreme Court of the District denied the injunction and dis- 
missed tlie bill. Dpon appeal, the Court of Appc-als by a majority first nflirmed. and 
subsequently, on reheating, reversed the trial court. Thereupon the case was remanded, 
nnd the trial court entered decrees in pursuance of the mandate, declaring the statute in 
question to be uneonslitulionnl nnd granting permanent injunctions. Appeals to the 
Court of .Appeals followed, the decrees of the trial court were alErmcd, nnd appeal was then 
taken to the Supreme Court of the United Stntcs. 
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due process of law. Precedents existed in abundance of interference 
with liberty or taking (or burdening) of property in the general public 
interest. Workmen’s compensation laws had been upheld, the Supreme 
Court quoting with approval the Holden v. Hardy dietum that "the whole 
is no greater than the sum of all the parts,” and that when individual 
health, safety, and welfare are sacrificed or neglected, the state must 
suffer;* legislation limiting the hours of women workers, as has already 
been indicated,*® was deemed necessary from the viewpoint of the present 
and future welfare of the race; time and again the Court had held that 
state legislatures might reasonably entertain a belief in the social neces- 
sity of certain restrictions, and that a jud gm ent as to the wisdom of such 
belief was not its function. 

It should be apparent that the reasonableness of interference with 
the rights guaranteed by the Fifth and Fourteenth Amendments depends 
upon objective facts. Changes in the character of objective facts from 
time to time, or differences in their character from place to place, malce 
reasonable in some cases interferences that would be exceedingly unrea- 
sonable in others. As a great jurist and great American, the late Oliver 
Wendell Holmes, phrased it; “Restraints that were arbitrary yesterday 
may be necessary and rational today, else the law is static and fixed for 
all time. The life of the law has not been logic; it has been experience.” 
In large cities, police power must be exercised for the maintenance of 
law, order, and public health in ways that would be absurd in rural com- 
munities. Factory sanitation and inspection codes became necessary only 
because the factory system had developed. With the increasing preva^ 
lence of the banking, credit, and checking systems, restrictions upon the 
liberty of bankers to direct the uses to which other people’s money might 
be put became necessary. And thousands of lawyers, economists, public 
officials, social workers, and public-minded citizens generally became 
convinced, about the turn of the century, that certain of the objective 
facts of modern industry — especially the economic weakness of women as 
bargainers and the low wages frequently paid to them — ^made entirely 
reasonable an exercise of the police power to abolish sweating and its 
antisocial concomitants. 

The fundamental proposition in the decision immediately under 
consideration was that freedom of contract was the general rule, and that 
departure from it could “be justified only by the existence of exceptional 
circumstances. Whether these circumstances exist in the present case 
constitutes the question to be answered.’” But while this general rule 

* N. Y. Cenird R. R. Co. v. White, 37 Sup. Ct. 247 (1817): Mountain Timher Co. v. 
Washington, 37 Sup. Ct. 260 (1917). 

• Cf. pp. 303-304. 

> But it may be recalled that in spite of the guarantees of liberty in the Fifth and 
Fourteenth amendments, the Constitution nowhere states Mr. Justice Sutherland’s doctrine 
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had been departed from, minimum wage legislation differed, the Court 
found, from any of the previous restraints upon freedom of contract that 
it had sanctioned. ‘ Statutes fixing the hours of labor, it was recognized, 
“approach most nearly the line of the principle applicable to the statute 
here involved,” but the Supreme Court majority found a substantive 
difference between hours legislation and minimum wage laws. The 
former “deal with incidents of the emploj-mcnt hanng no neccssaiy 
effect upon the heart of the contract, i.c., the amount of wages to be paid 
and received. A law forbidding work to continue beyond a given number 
of hours leaves the parties free to contract about wages and thereby 
equalize whatever additional burdens may be imposed upon the employer 
as a result of the restrictions as to hours, by an adjustment with respect 
to the amount of wages.” Moreover, limitations upon the hours of 
women workers had been sanctioned because of “differences in physical 
structure, especially' in respect of the maternal functions, and also in 
the fact that historically woman has always been dependent upon man, 
who has established his control by superior physical strength. . . . But 
the ancient inequality of the sexes, otherwise than physical . , . has 
continued with diminishing intensity- . , . [and] . , . while the physical 
differences must be recognized in appropriate cases, and legislation fixing 
hours or conditions of work may properly take them into account, we 
cannot accept the doctrine that women of mature age, sui juris, require or 

that “freedom of eonlract ij the general rule.” As Professor Thomas Reed Powell h-as 
pomted out, the Justice's statement of alleged fact is unsupported by the balance on the 
ledger of Supreme Court dedsions, for the catalogue shows that the Court has sustained 
more regulatory statutes than it has annulled. Professor Powell commented: “IVhcnce, 
then, comes the rule that Mr. Justice Sutherland reveals? Needless to s.sy, it comes from 
Mr. Justice Sutherland." “The Judieiality of Minimum Wage Legislation,” Ihmid 
Lau flrririr, vol. ST (March, 1024}, p. 555. 

* The Court reviewed decisions where interference had been upheld, dividing them into 
four categories: (n) Decisions dc-sling with statutes fixing rates and ebarges to be exacted 
by businesses impressed with a public interest, of which the leading were Jfvnn r. Illinois, 
04 U. S. 118, and £o»i>ri/fr and Nashrillrllailiray Co. r. JfoH/ry, £19 U. S. 407; (t) Decisions 
upholding statutes relating to contracts for the performance of public work, including 
dfl'in r. Kansas, 101 U. S. 207, Heim r. McCall, 230 U. S. 175, and Ellis r. If, S., 200 U. S. 
240; (c) Decisions sustaining statutes prc.scribing the character, methods, and time for the 
payment of wngc.s, such as McLean r. Arhaasas, 211 U. S. 530, Kmicillc Iron Co. r. liar- 
binson, 183 U. S. IS, and Erie Kailtrai/ Co. r. flTffinms, 233 U. S. 685; and (rf) decisions sus- 
taining the fixing of maximum hours of labor, as discussed in detail elsewhere in this 
volume (r/. pp. 520-527). 

* Justice Sutherland was !mprc.ssed by the "great — not to say revoIution.ary— changes” 
in the contmetuni, political, and cis-il status of women tliat had taken place since the 
Muller r, Oregon decision, culminating in the Nineteenth Amendment, and concluded that 
“it b not unre.asonab1e to s.ay that these differences hnsx now come almost, if not quite, to 
the s-anishing point.” Clearly there was the implication that the rca.soning in Muller r, 
Oregon, except in so far ns it was based upon differences in physical structure and the 
malcmnl funetioas of women, might h.avc been regarded as antiquated and no longer 
opplicablc by the Supreme Court majority of 1923, 
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' may be subjected to restrictions upon their liberty of contract which could 
not lawfully be imposed in the case of men under similar circumstances.” 

The decisions sustaining the regulation of hours not being applicable, 
the Court necessarily had to consider the statute in question on its own 
merits. But the distinction drawn by Justice Sutherland and his four 
colleagues between the social necessity for hours regulation and the 
reasonableness of minimum wage legislation cannot pass without com- 
ment. Why should it be said that the terms with respect to hours are 
less a part of “the heart” of the employment contract than those pertain- 
ing to wages? As Chief Justice Taft observed in his dissenting opinion; 
“In absolute freedom of contract, the one term is as important as the 
other, for both enter equally into consideration given and received. A 
restriction as to one is not any greater in essence than the other, and is 
of the same kind. One is the multiplier and the other the multiplicand.”' 
Nor is it entirely easy to follow Justice Sutherland’s reasoning that the 
“great, not to say revolutionary,” changes in the contractual, civil, and 
political status of women between the Muller v. Oregon decision (1908) 
and the ratification of the Nineteenth Amendment (1920) necessitated 
greater conservatism in extending legal protection to women.® Minimum 
wage legislation was not predicated upon the civil, political, or contractual 
inequalities of women, but upon the objective fact of economic inequalities 
— ^which is quite another matter. There was almost a suggestion of the 
famous Taft chuckle in the Chief Justice’s disagreement with the major- 
ity: “The Nineteenth Amendment did not change the physical strength 
or limitations of women upon which the decision in Muller v. Oregon 
rests. The Amendment did give women political power and makes more 
certain that legislative provisions for their protection will be in accord 
with their interests as they see them. But I don’t think we are warranted 
in varying constitutional construction based on physical differences 
between men and women because of the Amendment.”® In the third 

' Or as Mr. JusUce Holmes phrased it in the sparkling separate dissenting opinion he 
rendered: *'I confess I do not understand the principle on which the power to fix a minimum 
for the wages of women can be denied by those who admit the power to fix a maximum for 
their hours of work. ... I perceive no diflference in the kind or degree of interference with 
liberty, the only matter with which we have any concern between one case and the other. 
The bargain is equally affected by whichever half you regulate.” The possibility should 
perhaps be mentioned, however, that Justice Sutherland did not mean exactly what he 
smd when he characterized wages, rather than hours, as being more the heart of the 
employment contract. Possibly what he had in mind was that the employment relation- 
ship had been subject to an increasing amount of regulation, and that if wages were also 
regulated by government authority, freedom of contract as a general rule would fairly 
well have disappeared. But this is not exactly what he said. 

• Parenthetically, it may be observed that women having legal residence in the District 
of Columbia do not vote anyway, and that the Nineteenth Amendment therefore did not 
affect their civil and political status. 

’ And Justice Holmes observed: “ItVill take more than the Nineteenth Amendment to 
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place, the implication in the majority decision that the health and strength 
of women is more immediately and vitally alTcctcd by the number of 
hours they work than by the remuneration they receive cannot pass 
unchallenged. As the Chief Justice pointed out in his dissenting opinion, 
“there is very respectable authoritj' from close observers . . . that they 
arc equally harmful in this regard. Congress took this view, and we 
cannot say it was not warranted in so doing.” Finally, the implication 
of the decision that legislation applicable only to women is of less certain 
constitutionality when the sex affected can vote for it than when they 
cannot should be noted. If legislation predicated upon physical inequal- 
ities and bargaining weaknesses is deemed by legislators to bo so necessary 
in the public interest that it constitutes a reasonable exercise of the police 
power, it is difficult to see wherein the social necessity is affected by the 
fact that women can have a voice in the securing of the legislation.' 

The task of summarizing the objections of the Court majority to the 
minimum wage as a social and economic institution is not on easy one, 
The decision, it can fairly be said, repeats the same contentions in differ- 
ent connections, and even the Chief Justice confessed himself to be 
puzzled ns to what the majority really intended to say on some points.’ 
But probably no great injustice is done by the following summary of the 
outstanding objections: (1) The statute in question was purely and 
simply a priec-fixing measure, confined to adult women who were legally 
capable of bargaining for themselves, and the price fixed need have no 
relation to the capacity or earning power of the employee, the number 
of hours of labor, or other conditions of employment. (2) It furnished a 
standard of wage fixation that was vague and impossible of application 
with even proximate justice to all classes of labor. (3) It directed fixation 
of n wage suffieient to protect the morals of women workers, but morality 
rests upon other considerations than wages. (4) It took into account 
only the necessities of the worker, not those of the employer. (5) It made 
the declared basis for wage fixation not “the moral requirement implicit 

convince me that there nre no didcrenees between men nnd women, or that legislation 
cannot tnkc thc.se didcrcnccs into account.” 

‘ i\a 1’rofcs.sor Powell has rather ironically commented upon this part of Justice Suther- 
land’s reasoning: “This seems to find some distinction between legi-slntion that is a gracious 
bounty from a male electorate nnd legislation in the making of whicli women have partici- 
pated with the aid of means more effective than mere mendicancy. Sucli nn attitude 
invites nn excursion into fields of psychology, but it may be sufficient here to point out 
that, whatever the psychological explanation or mgnifiennee of Mr. Justice Sutherland’s 
cluridation of the meaning of the ’diminishing intensity' of the 'ancient inequality of the 
sexes,’ the dominance of such an attitude in n Justice of the Supreme Court threatens the 
further constitutional security of some previously established standards of legislation.” 
Op. cil., p. JiSO, 

* For example. Chief Justice Toft said; "I nm not sure from n rending of the opinion 
whether the Court thinks the authority of ituller r. Orffon is shaken by the adoption of tlie 
Nineteenth Amendment.” 
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in every contract of employment,” the value of the worker’s services, but 
rather the extraneous circumstance of the employee’s needs. (6) It was 
predicated upon the assumption that certain beneficial social results 
would ensue, but these beneficial results could not be conclusively proved. 
(7) It implied a power to fix maximum as well as miTiimuni wages, which 
would have extended the field of operation of the police power “to a great 
and dangerous degree.” The objections may be considered in the order 
here enumerated. 

1. The Court’s characterization of the law as one directed toward 
price-fixing was interwoven with its condemnation on other grounds. “It 
is simply and exclusively a price-fixing law, confined to adult women . . . 
who are legally as capable of contracting for themselves as men. It 
forbids two parties having lawful capacity— under penalties as to the 
employer — ^to freely contract with one another in respect of the price for 
which one shall render service to the other in a purely private employment 
where both are willmg, perhaps anxious, to agree, even though the con- 
sequence may be to oblige one to surrender a desirable engagement and 
the other to dispense with the services of a desirable employee. The 
price fixed by the board need have no relation to the capacity or earning 
power of the employee, the number of hours which happen to constitute 
the day’s work, the character of the place where the work is to be done, or 
the circumstances or surroundings of the employment.” As a price-fixing 
measure, the statute had to be judged on its own merits, for “in principle 
there can be no difference between the case of selling labor and the case 
of selling goods.” 

In the sense that it forbade a contract of employment at will at wages 
less than a specified amount — determined by the board — ^the District of 
Columbia statute was, of course, a price-fixing measure. It was frankly 
calculated to prevent the price of female labor from dropping too low, 
and as a law so calculated it interfered with the freedom of contract of 
employer and worker. Yet as Mr. Justice Holmes observed in his dis- 
senting opinion, “pretty much all law consists m forbidding men to do 
some things they want to do, and contract is no more exempt from law 
than other acts.” Numerous statutes have been passed by legislative 
bodies and upheld by the Supreme Court having as their general object 
the restraining of the bargaining power of the powerful, and indirectly 
interfering in their operation with the process of competitive price fixa- 
tion. Justice Sutherland failed to mention two obvious analogies : usury 
laws and statutes forbidding contracts and combinations in restraint 
of trade. Both of these try, in different spheres, to attain the same end 
that is sought by minimum wage legislation, f.e., to prevent an exercise 
of economic power that would have antisocial consequences.* Nor is 

*As Chief Justice Taft disposed of the contention that the restrictions constituted 
wiiustiflable price firing: “Legislatures which adopt a requirement of marimum hours or 
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it either easy or pleasant to delve into tlic intellectual proecsses ^vliercby 
the conclusion that "in principle there can be no diilcrcncc between the 
case of selling labor and the case of selling goods” was reached. None 
of the classical economists — not even the sternest of them — would have 
been willing to commit himself to the doctrine that the sale of human labor 
cannot be diflcrcntiatcd from the sale of goods. It is only, as Professor 
Powell has said, by a “crass legalistic form.alism” that no distinction can 
be drawn between the housewife buying groceries and the employer, in a 
tnuch stronger bargaining position than the grocer in relation to the 
housewife, buying the whole of the working hours of a wage earner. To 
imply that a law' setting a minimum price for labor under conditions of 
twentieth-century industrial relations is on the same plane ns a statute 
compelling the grocer to keep prices down to the financial capacities of 
some cln.ss of potential purchasers is certainly to ignore the “progressive 
character” of the law described by the same Court in Holden r. Hardy' 
when it said: “This Court has not failed to recognize that the law is, to a 
certain extent, a progressive science; that in some of the States methods 
of procedure which, at the time the Constitution was adopted, were 
deemed essential to the protection and safety of the people, or to the 
liberty of the citizen, have been found to be no longer necessary; that 
restrictions which had formerly been laid upon the conduct of individuals 
or of classes of individuals had proved detrimental to their interests, 
while . . . certain other classes of persons . . . have been found to be 
in need of additional protection. . . . From the day the Jlagna Cliarta 
was signed to the present moment, amendments to the structure of the 
law have been made with increasing frequency ... It is impossible to 
suppose that they will not continue and the law be forced to adapt itself 
to new conditions of society, and particularly to the new relations of 
employers and employees as they arise.”- 


minimum mny be prc.^umcd to bcHcrc that when swe.atms employers are prerenicd 
from paying unduly low wages by positive law, they will continue their busincs.s, abating 
that part of their proflts which were UTung from the necessities of their cmploycc.s, and will 
concede the better terms required by law, and while in individual cases hardship m.ay result, 
the restriction will enure to the benefit of the general class of employees in whose interest 
tlic law is passed and so to that of tlic community at large.” 

> 109 U. S. SCO (1808). 

* Indeed, Justice Sutherland himself quoted with apparent approval, as illustrations 
of the type of regulation that had been upheld by the Court but that was to be dilTcrentiated 
from minimum wage legislation (r/, aiipro, p. 330, footnote 1). sustaining decisions on 
several statutes approaching very closely to the kind of price Using he condemned. IVolild 
he linvc nppros'cd of the Knoxville Iron Co. slecision, cited in nn earlier footnote, if this 
statute (a statute proriding svages must be paid in cash or negotiable checks) had related 
to goods, not to labor? But if he would not, how could he consistently hold that "in 
principle there can be no difference betsreen the case of selling labor and the case of selling 
goods?" Suppose, ns Dr. .\rmslrong has suggested (op. eit„ pp. 101-102), that n law had 
been before the Court proWding tlmt it should be unlawful for anyone to purclinsc plows 
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2, Not only did tie Supreme Court majority find the District of 
Columbia statute to constitute obnoxious price-fixing, but it condemned 
the legislation on the ground that the prescribed standard of wage fixation 
was vague and impossible of application with even proximate justice to 
all classes of labor. “The standard furnished by the statute for the 
guidance of the board is so vague as to be impossible of practical applica- 
tion with any reasonable degree of accuracy. What is suflacient to 
supply the necessary cost of living for a woman worker and maintain her 
in good health and protect her morals is obviously not a precise or unvary- 
ing sum — not even approximately so. The amount will depend upon a 
variety of circumstances: the individual temperament, habits of thrift, 
care, ability to buy necessaries intelligently, and whether the woman 
lives alone or with her family.” 

Of course the amount necessary to maintain health and protect 
morals is not a precise or unvarying sum. No intelligent person has 
ever contended that it is. But to say that a standard has to be based 
upon some kind of statistical average, obviously inapplicable to many 
individual cases, is not to say anything particularly relevant to the ques- 
tion of whether compulsory enforcement of such a standard may not 
prevent wages from sinldng to very low levels. The primary objective 
of Congress was to attain this larger end — not to set up boards which 
would work out standards to be applied to myriad varying Individual 
cases. Constitutional lawyers the country over expected, when the 
District of Columbia case arose, that the Court would confine itself to 
the question of whether Congress had or had not passed a statute in 
contravention of the Fifth Amendment, rather than to digress into a 
critique of the procedural imperfections of the legislation. The same 
criticism could just as well be made of legislation establishing hours 
maxima. Moreover, one may properly observe that the decision did not 
manifest great familiarity on the part of the majority with the reasons 
why minimum wage boards took as their basis the needs of a self-support- 
ing woman, or with the abundant evidence as to the needs ^frequently 
as great as or greater than those of the woman worker adrift of nuiner- 
ous home-dwelling women wage earners. Even on the highly question- 
able assumption that the needs of the majority of women are less than 
those of the person living adrift, whose he^th and morals the board 
sought to protect by its orders, the fact remains that to base wage deter- 
minations upon the needs of women advantageously situated with respect 


in store orders, in mercliandise, or in other substitotes for cash. It is mconcOTable that 
such a law would have been upheld, and it is still more moonceivable that Justice 
Sutherland would have quoted a sustaining decision with apparent approval. Yet if there 
is no diflerence “in principle" between seUing goods and selling labor, how could a law 
regulating the form of payment for one be upheld without logical demanding 

that a statute regulating the form of the payment for the other also be upheld? 
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cspcnditurc necessity would have been to absolve the employer from 
paying a living wage to the many having approximately the needs assumed 
by the board. Carried to its logical conclusion, the reasoning of the 
Court on this point would seem to imply that the Constitution entitles 
the employer to the benefits obtainable in consequence of such facts as 
individual temperament, habits of thrift, ability to buy necessaries 
intelligently, and the home-dwelling condition of women workers.* 

3. The third main objection may be considered verj' briefly. The 
statute was condemned because it directed payment of wages sufficient 
to protect the morals of women workers. “The relation between earnings 
and morals is not capable of standiirdization. It cannot be shown that 
well paid women safeguard their morals more carefully than those who arc 
poorly paid. Morality rests upon other considerations than wages. . . . 
If women require a minimum wage to preserve their morals, men require it 
to preseiwc their honesty.” This part of the decision, it may be remarked 
without disrespect, is based entirely upon obilcr dicta. Justice Sutherland 
and the four justices who concurred in the majority decision were con- 
fident that poorly paid women guard their morality as well as do highly 
paid women; Congress, on the other hand, evidently felt that there is a 
causal connection between insuffident earnings and commercialized 
prostitution. Here — as at other places in the decision — the Court was 
not confining itself to the judicial function of determining whether the 
legislative body fliig/it reasonabli; have held a certain belief: it was overruling 
Congress because it happened to hold other views on this social question. 
Since no evidence was cited to support the sublime assurance that moral- 
ity cannot be influenced by such a mundane factor as pecuniary income, 
one is forced to the conclusion that the dictum must have been based 
upon transcendent intuition or divine revelation. 

4. hloreover, minimum wage legislation dolated elementary prin- 
ciples of equity in that it took into account the necessities of the worker 
but not those of the employer. “The law takes account of the neces- 
sities of only one party to the contract. It ignores the necessities of the 
employer by compelling him to pay not less than a certain sum, not only 
whether the employee is capable of earning it, but irrcspecti\’c of the 
ability of his business to sustain the burden, generously leaving him, of 
course, the privilege of abandoning his business ns nn alternative for 
going on at a loss. Within the limits of the minimum sum, he is pre- 
cluded, under penalty of fine or imprisonment, from adjusting compensa- 

' In one sense the Court did not imply this, for, ns is indicated later, it objected to 
consideration of nn “erlrnncous” factor such as the cost of living, and insisted that the 
" true moral equivalent " of a worker's services is the s-aluc he or she renders to the employer. 
Nevertheless, the Court did, in the part of the decision under consideration in this para- 
graph, criticirc ns being impossible of application srilh even proiimatc justice the standanl 
prescribed by the statute, and its criticisms inevitably suggest the conclusion set forth in 
the lost sentence of the paragraph. 



GOTONMENm EEetMM OF WAGES 


tion to the differing merits of his employees. . . . It therefore undertai''* 
to solve but one-half of the problem. Ihe other half is the cstablishmeni 
of a corresponding standard of efficiency, and this forms no part of the 
policy of the legislation, although in practice the former half without the 
latter must lead to ultimate failure, in accordance with the inexorable 
law that no one can continue indefinitriy to take out more than he puts 
in without ultimately exhausting the supply. ... The law .. . takes 
no account of periods of stress and business depression, of crippling losses, 
which may leave the employer himself without adequate means of liveli- 
hood.” Such a law could not be regarded as other than a taking of 
property without due process of law. 

Minimum wage legislation sought to help solve the living problem 
of an exploited group. Its proponents and the legislators enacting it 
were not aware that in the realm of ultimate legal verities this problem 
necessarily had to be linked-inseparably linked— with the problems of 
stabiliang industry, of control of the business cycle, and of security of 
profits. Indeed, they could hardly have been expected to be so aware, 
for no economist of standing, from the time of Adam Smith on, had 
thought of making the economic questions of living wages for workers 
and the depression and panic periods of the business cycle such inseparable 
parts of one specific problem that methods of alleviating one necessarily 
must involve alleviation of the other. The history of economic legisla- 
tion in the United States is a story of attempts to control or change some 
aspect of the economic nexus without controlling or regulating every other 
condition or situation that may have a relationship to the object of 
control. Should the Federal Reserve System be condemned because it 
attempts to provide legitimate business enterprise with an adequate sup- 
ply of credit but does not guarantee adequate wages to the workers? 
Should the recapture clause of the Esdi-Cummins law have been 
denounced because financially weak railroad corporations, but not their 
employees, were singled out as immediate beneficiaries ? Was the Recon- 
struction Finance Corporation of the 1930’s a violation of the Fifth 
Amendment because it attempted to md businesses with frozen assets but 
did not make immediately usable the asset of the unemployed worker- 
the services he was seeking to sell? _ . 

Moreover, it must be said that the economic theory underlying Justice 
Sutherland’s denunciation of the minimum wage on the ground tot it 
protected only one party to the wage contract was somewhat ongind. 
The reference to the “inexorable law tot no one can indefimtely toe 
out more than he puts in without ultimately exhausting the supp y 
presumably imphed both some ascertainable measure of the value produ^ 
tivity of the workers and an assurance that payment to workers under 
the legal minimnrri wage system would exceed thrir value productivity, 
M., that they would “take out” more than they “put m,” But, as is 
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indicated n lilllc lalcr, nowhere docs the decision elenr away the clouds 
from llic controverted field of wage theory by giving a formula for deter- 
mining the value productivity of the workers, nor docs it enlighten one 
ns to the reasons for the Court’s implied assurance that workers whose 
wages were raised were already being paid in accordance with their 
marginal value productivity (if the economist’s concept of marginal 
productivity was what the Court meant when it referred to what the 
worker “puts in”). The general notion in the Court’s mind — ^so far 
as one can judge — seems to have been that when application of the cost- 
of-living standard resulted in the payment of more than would have been 
required under the undefined valuc-of-scr\'icc standard, tlic worker was 
taking out more than she put in, and the employer was being subjected 
to an arbitrary and constitutionally intolerable exaction. Yet the 
statute, to quote from the dissenting opinion of Justice Holmes, “docs 
not compel anybody to pay anything. It simply forbids employment at 
rales lower than those fixed as the minimum requirement of health and 
right living. It is safe to assume that women will not be employed 
at even the lowest wages allowed unless they earn them, or unless the 
employer’s business can sustain the burden.” Those businesses not 
able to “sustain the burden” might, of course, be shoved across the mar- 
ginal lino and production thereby be concentrated in the more efficient 
plants, and to the majority of the Court this constituted taking property 
without due process.^ 

5. The fifth objection of the Court has already been touched upon. 
Tlic statute made the basis tor wage fixation not “the true moral require- 
ment implidt in every contract of employment,” the value of the worker’s 
services, but rather the c.xlrancous circumstances of the employee’s 
needs. “The feature of this statute which, perhaps more tliiin any other, 
puls upon it the stamp of inv.alidity is that it exacts from the employer 
an .nrbilrarj’ . . . payment having no causal connection with his business 
or the contract or the work the employee engages to do. The declared 
basis ... is not the value of the service rendered, but the extraneous 
circumstance that the emploj'ce needs to get n prescribed sum of money 
to insure her subsistence, health, and morals. . . . The moral require- 
ment implicit in every contract of employment, vis., that the amount to 
l)c paid and the service to be rendered shall bear to each other some 
relation of just equivalence, is completely ignored. . . . Certainly the 
cmidoycr, by paying a fair equivalent for the services rendered though 
not suificienl to support the employee, h.is neither caused nor contributed 
to her poverty. On the contrary, to the extent of what he pays, he has 

' Iiiculcntnlly, tlic dedMon ainke-s no mention of tlic aUernntive Ihnl the employer 
eoiilil secure mule employees not .subject to the net. Throupliout Justice Suthcrlnnd's 
decision there rrns the nnsumption llmt the statute compelled the employer to choose 
betneen extending charity (i.r., paying them more than they "pul in”) or else abandoning 
hU enterprise. 
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relieved it. ... A statute requiring an employer to pay in money, to 
pay at prescribed and regular intervals, to pay the value of the services 
rendered, even with fair relation to the extent of the benefit obtained 
from the service, would be understandable. But a statute which pre- 
scribes payment without regard to any of these things and solely with 
relation to circumstances apart from the contract of employment, the 
business affected by it, and the work done under it, is so clearly the 
product of a naked, arbitrary exercise of power that it cannot be allowed 
to stand under the Constitution of the United States.” 

This portion of the decision is perhaps the most disconcerting in its 
economic analysis; but at the same time it is the portion in which pro- 
ponents of minimum wage legislation thought they could discern a prac- 
tical formula for the enactment of laws not repugnant to the Supreme 
Court majority. In part, the Court was rendering a moral judgment. It 
is immoral to require one to give something for nothing, and when the 
employer is required to pay more than the “worth” of the worker — ^to 
compensate in accordance with an “extraneous” factor such as the 
minimum cost of livelihood — he is made the victim of the immorality. 
But nowhere in the decision did Mr. Justice Sutherland define “worth” 


or “value.” It is reasonable to suppose that his conception was not 
that of the Marxian socialist— that the whole of the product of industry 
is imputable to labor, that the full value of it, nothing less, should go to 
labor. Beyond this, however, one finds the Court’s language savoring 
of an almost Oriental mysticism. It is, indeed, unpossible to refrain 
from comment upon the processes of thought whereby min imum wage 
legislation was dismissed as impracticable, as impossible of administration 
with even proximate justice, and in almost the same breath legislative 
bodies were told that (if they regulated wages at all) they could require 
employers to pay only the “worth” of the workers. The mysticism of 
this part of the decision has become only more apparent as the years have 
passed, for in 1936, as is indicated later, Mr. Justice Sutherland and four 
of his colleagues refused to uphold a minimum wage law definitely incor- 
porating his suggested "value-of-service” principle and reading mto 
it such concreteness as Anglo-American law had developed m applymg 
the standard of reasonableness. Some more ethereal conception of value 
evidently must have been in Mr. Justice Sutherland s mind. 

Economic science has a plethora of wage theories, but Mr. Justice 
Sutherland did not state to which of them he adhered. Yet vnthout 
some definition of “worth,” the dictum becomes vague and meamngless. 
If the Court intended to confer judicial benediction upon the marginal- 
productivity analysis, then it was incumbent upon it to sugpst some 
method whereby that portion of the value product of mdustry imputable 
to labor might be measured. No such excursion into the realm of mathe- 
matical and statistical economics is to be found in c ecision. 
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might seem, therefore, that the Court was saying, in substance, that 
vrliatcver wages are fixed by forces other than state inter%’cntion must 
necessarily be the “just equivalent” of the worker’s services. But if 
this is what was meant, why was it in point to suggest that a statute 
requiring the employer to pay the value of services rendered “would be 
understandable” ?‘ 

Nor is it easy to discover consistency in the attack upon the statute 
because it directed consideration of tlic “extraneous circumstance” of 
employee needs. Elsewhere in the decision, ns has already been indi- 
cated,- the Court criticized the statute because it took “no account of 
any independent resources she [the worker] may have” or of such factors 
ns individual temperament, habits of thrift, care, ability to buy necessaries 
intelligently, and whether the woman lived alone or with her family. 
Surely the fact of independent resources or of the possibility of support 
from others is as “extraneous” — as much a thing “arising outside 
the emplo3’mcnt” — as is the necessity to receive a certain amount 
to maintain health and protect morals. In one part of the decision the 
Court condemned the statute because it did not take into account factors 
extraneous to the employment; in another part, it condemned the statute 
because it did take an extraneous factor into account. Finally, it may be 
recorded that socially intelligent men and women have found it hard 
to be restrained in their language when they have discussed the Court’s 
additional observation that “certainly the employer, by paying a fair 
equivalent for the service rendered, though not sufficient to support the 
employee, has neither caused nor contributed to her poverty. On the 
contriirj’, to the extent of what he pays her, he has relieved it.” Carried 
to its logical conclusion, this judgment would imply that wages savor of a 
gracious bountj', “that somehow the Constitution entitles the cmploj'er 
to such benefits ns he may derive from the independent resources of 
women employees,”’ and that tlic necessity of supporting all of industry’s 
wage earners somehow and tlic parasitic character of those industries 
not doing their share arc not matters of concern in the field of common 
control of labor conditions. 

’ Also, il is rollicr difticult to reconcile the Court’s condemuntion of minimum wage 
legislation rrilli its qualified approval of trade unionism. “The ethical right of every 
worker, man or woman, to a living wage may be conceded. One of the declared and 
importnnt purposes of trade organization is to secure it. And with that principle, and 
with every' legitimate effort to realize it in fact, no one can quarrel.” This would .seem to 
imply that the Court sought to differentiate between increases in wages brought about by 
labor organization nnd those coming in consequence of legislation. Yet why docs one 
secure that vague “just equivalence" any more tluin does the other? In both eases, the 
employer is lepily free to refrain from liiring, nnd the best evidence of “just equivalence" 
in both c.nscs presumably is the fact that the employer prefers to make the wage bargain 
rather than to make no barpin at all. 

* Supra, p. 835. 

’ Thomas Reed Fowell, op. ril„ p. 585, 
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6. To constitute a proper exercise of the police power, a regulatory 
measure must, of course, produce socially beneficial results, but the 
Supreme Court majority held that in the case of the legal minimum wage 
such results could not be proved conclusively. “It is said that great 
benefits have resulted from the operation of such statutes. ... A mass 
of reports, opinions of special observers and students of the subject, and 
the like has been brought before us in support of this statement, aU of 
which we have found interesting but only mildly persuasive.” On the 
contrary, increases in the earnings of women workers “may be, and quite 
probably are, due to other causes.” The Court — granting the com- 
petency of its members to apprmse and evaluate such material — pre- 
sumably was within its rights in finding “interesting but only mildly 
persuasive” the evidence of some of the most competent statisticians, 
economists, and social workers in the United States. ‘ But why should 
the Court have felt under compulsion to decide whether it,believed the 
law to be good or bad, and to make its own belief the criterion of con- 
stitutionality ? The evidence as to good effects was abundant enough, as 
Justice Holmes pointed out in his dissent, to establish that the members 
of Congress might as reasonable men have assumed the legislation to be 
desirable. The Supreme Court could very well have decided upon this 
ground, instead of upon the ground of its own social and economic views. 
The words of Justice Holmes merit quotation: “When so many intelhgent 
persons, who have studied the matter more than any of us can, have 
thought that the means are effective and are worth the price, it seems 
to me impossible to deny that the belief reasonably may be held by reason- 
able men. . , . The criterion of constitutionality is not whether we 
believe the law to be for the public good. We certainly cannot be pre- 
pared to deny that a reasonable man reasonably might have held that 
belief in view of the legislation of Great Britain, Victoria, and a number 
of the States of this Union. The belief is fortified by a very remarkable 
collection of documents submitted on behalf of the appellants, material 
here, I conceive, only as showing that the belief reasonably may be held. 


* The decision, it may be remarked, hardly refers to any evidence adverse to the soaal 
consequences of the legal minimum wage. The Court was impressed by^e fact that one 
Mias Lyons lost her job in alleged consequence of the operaUon of the^stem, ^eyon 
this it merely expressed doubt as to the convincing charactra of Ibe evidence and observed 
(not entirely correctly) that the period since enactment of the District of Columbia a 
had been o^ of '‘maximum employment,” when “no real test of, the economic value of the 

'"“And^CUrf Justice Taft, mth the concurrence of Ji^tice 
agree that it is a disputable question in the field of poUti^l economy 
requirement of maximum hours or minimum wages may be a us reme y . , 

of long hours and sweating. But it is not the function of this Court to hold con^ 
acts invalid simply because they are passed to carry out economic views which the Court 
believes to be unwise and unsound,” 
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7. Finally, the Court condemned the legislation on the ground that 
the power to fix minimum wages connoted power to fix maxima, thus 
widening the police power “to n great and dangerous degree.” Little 
comment needs be added to Chief Justice Taft’s answer to the majority 
on this point. “This, I submit, is a non scquilur. A line of distinction 
like the one under discussion in this case is, ns the opinion elsewhere 
admits, a matter of degree and practical experience, and not of pure logic. 
Certainly the wide difference between prescribing a minimum wage and a 
maximum wage could as a matter of degree and e.xpericnee be easily 
affirmed.” The majority, however, seemed to be unaware that the 
function of the minimum wage — ^prevention of destitution and pauperism 
— is entirely unrelated to whatever functions a maximum wage might 
have; and the reasoning implied an astounding incapacity on the part 
of the Court to make distinctions of degree and to apply the tests of 
practic.al results, thus preventing the pushing of any rule or principle 
beyond the limits of wisdom and expediency. 

The New York Law Decision of 1936: “Reasonable-value” Laws and 
the Court. — ^Thc story of the attempt during the 1930’s to circumvent 
the objections of the Court majority to minimum wage legislation, ns 
set forth in the decision just discussed, and particularly to draft the kind 
of laws Mr. Justice Sutherland had said “would be understandable,” has 
already been told.‘ The comedy — or tragedy — of errors* leading to 

• Supra, pp. S18-S23. 

*Tlic plimso “comedy — or tragedy — of errors" is not used captiously or inadvisedly. 
Tlic judicial invalidation of llic New York Inw was the cnlminnlion of errors, both within 
and without the Court, that appear ironical in view of the fact that less than one year later 
the Court sustained one of the orifnnal minimum wage nets. In the first place, the Attorney 
General of New York did not ask forn reconsideration of the Adkins precedent (which the 
Court less than twelve montlis later granted and decided favorably to the legislation), 
but appealed from the New York Court of Appeals upon the ground thnt there was a 
siibslanlis-c dilTcrcnec between laws of the earlier type and those like the New Y'nrk statute 
of 1833. The Attorney General used the strnlegj’ obviously dictated by tlic only facts 
of which he (or anyone else) eould have been aware in 1838, for it was believed that the 
Adkins precedent still obtained, and that the hope of n sustaining decision lay in pointing 
out that the New York statute differed in siihstanec from the one invalidated in 1823. 
The newer laws had been csprcssly drafted with the purpose of meeting the objection of the 
Court majority to the living-wage principle. Ncs'crlhcless, the personnel of the Court was 
the same in 1837 ns it had been in 1836, and Mr. Justice Roberts voted to sustain the 
IVnshington living-wage statute. Unless his viesvs changed between .Tune, 1836, and 
March, 1837, be would presumably have voted to overrule the Adkins precedent in 1030, 
and if the Court had been asked to do this the New Y'ork statute might therefore have 
been upheld. In the second place, there was an error — pointed out by Chief Justice 
Hughes and discussed later— in the New York Court of <\ppcals conclusion that the 
wages fixed under the New York statute had to be based upon the living-wage principle. 
In the third place — again for reasons discussed in the following pages — there was apparently 
an erroneous conception on the part of the Supreme Court majority of just what the New 
York Court of .Vppeals was construing when it held that the New York wage fixations had 
to be based upon the living-wage principle. As the Chief Justice said, the New York 
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invalidation of one of these newer laws, the New York "value of service” 
statute, and the reasoning of the Court in the 1936 case' should be exam- 
ined at this point, however, before we turn to the decision in which mini- 
mum wage legislation at last experienced judicial vindication. 

The basic question upon which the 1936 case turned was not that of 
the soundness of the Adkins decision or the willingness of the Supreme 
Court to reverse itself, but rather that of the substantive differences, if 
any, between the statutes under consideration in the two cases. New 
York State did not specifically ask for reconsideration of the constitutional 
question decided in the Adkins case, but appealed on the ground that the 
statutes were vitally dissimilar; and in accordance with the Supreme 
Court custom that review granted shall be no broader than that sought 
by the petitioner, the Court majority, in the opinion written by Mr. Jus- 
tice Butler, declared itself to be confined to the question of whether the 
standard of wage fixation in the new laws was materially different from 


court was really construiDg, not a statute of its own state, but a decision of the United 
States Supreme Court (tbe Adkins decision), and the majority of that Court in 1936 there- 
fore did not have to decide the point at issue— whether there was a real difference between 
the two statutes— solely upon the ground that the interpretation placed upon a state statute 
by the highest court of that state must be accepted by the United States Supreme Court. 

* Mofehead o. People ex rel. TipoMot 298 U. S. 570, 56 Sup. Ct. 918, One Tipaldo, 
owner and manager of a Brooklyn laundry, was convicted of paying women employees 
less than the mandatory minimum that had been established. No denial of this allegation 
was made, the case in both the state courts and the Supreme Court of the United States 
being predicated upon the contention that the New York statute of 1933 was repugnant 
to the due process clause (Article 1, Section 6), of the Constitution of the State of New 
York, and to the due process clause of the Fourteenth Amendment of the Constitution of 
the United States. On March 3, 1930, the New York Court of Appeals (the highest state 
court), held the law to be unconstitutional on the basis of the Adkins precedent, the three 
dissenters, for whom Judge Lehman spoke, accepting the Adkins ruling in all its impli- 
cations” but discovering substantive differences between the District of Columbia and the 
New York statutes and the majority of four holding that the supplementing of the living- 
wage standard with the value of services standard was "a difference in phraseology and not 
in principle.” Appeal was taken by the Attorney General of New York to the Supreme 
Court of the United States, where the case was decided on June 1, 1936. Briefs amin 
curiae in support of the appeal were filed by the City of New York and the Stale of Illinois. 
Briefs on the merits, supporting the New York law, were filed by the Slates of Ohio, 
Connecticut, Dlinois, Massachusetts, New Hampshire, New Jersey, and Rhode Island. 
Briefs of affirmance (i.e., briefs against the merits and constitutionally of the ay) were 
filed by the New York State Hotel Association, the National Women’s Party, the ^^tioMl 
Assodation of Women Lawyers, and other organisations. As has already bren say ye 
case resulted in another of the five-to-four Supreme Court divisions, yslmy Butler, 
Sutherland, McReynolds, VanDevanter. and RoberU holding the New lock law to be 
unconstitutional and Chief Justice Hughes and Justices Stone, Brante, and Cardyo 
ffissenting on the ground that the New York statute was materially different Rom the 
District of Columbia statute invalidated in the Adkins case. Stone, Brandcis, 

and Cardozo also rendered a second dissenting opinion, setting forth ‘ 

there were no material difference between the two statutes, the authonty of the Adkins 
decision should be overruled. 
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llint provided for in the laws enacted during the first period of American 
minimum wage legislation.* Nevertheless — and inevitably — all members 
of the Supreme Court did reconsider the Adkins ruling, in spite of the 
dcelaration that such reconsideration was irrelevant. The majority 
opinion, after reaching the conclusion that no material difTcrcncc existed 
between the District of Columbia and the New York statutes, dcx'cloped 
a vigorous defense of the "soundness” of the Adkins principles, while 
the dissenting opinions of both Chief Justice Hughes and Justice Stone 
affirmed once more the vital public concern in the wages and conditions 
of employment of women which had been a fundamental issue in the 1923 
ca.se. It is convenient first to examine the reasoning whereby five mem- 
bers of the Court reached the conclusion that incorporation of the “ value- 
ot-sers’ice” standard had not circumvented the earlier objections, and 
then to consider briefly the Court’s 1930 objections to minimum wage 
legislation as a social and economic institution. 

The conclusion that the standard of wage fixation in the New York 
law did not differ materially from that of the District of Columbia statute 
was based chiefly upon the rather narrowly legalistic ground that the 
Supreme Court is without power to put a different construction upon a 
state enactment from that adopted by the highest court of the state, and 
that the New York Court of Appeals had already decided — against the 
contention of the Attorney General of the State — the statute required 
fixation of the minimum wage rates upon the unconstitutional living-wage 
basis as well ns upon the value of service basis. “The minimum wage 
must include both [standards]. What was vague before has not been 
made any clearer. Forcing the payment of wages at a reasonable value 
docs not make inapplicable the principle and ruling of the Adkins ease.”' 
Since the highest slate court had so decided, the contention of the Attor- 
ney General that the construction was erroneous and that the standard 
of wage fixation included only the fair-value principle could not be enter- 
tained.* “This Court is without power to put a different construction 
upon the state enactment from that adopted by the highest court of the 

‘"No application lins been made for reconsideration of llie constitutional question 
there [in the Adkins ease] deaded. Tlic validity of the prindpics upon which that dedsion 
rests is not chnilenged. This court confines itself to the ground upon which the writ [of 
crrlhrari to the Supreme Court] was asked or granted." 

‘ Quoted by hir. Justice Butler from tlic New York Court of Appeals decision. 

* The petitioner (the Attorney General) contended in the brief submitted to the Supreme 
Court that the statement in the New York Court of Appeals deddon that "one of the 
elements, therefore, in fixing the fair wage is the very matter which was the basis of the 
congressional net" carried the Court’s misconception of the statute. "It is a biisic mis- 
conception. From it flows the erroneous eondusion of the Court of Appc.tls that there 
exists no material differenre between the two statutes. . . . These two factors rfo not enter 
into the determination of the minimum ‘fair trage' ns in tlie statute defined. . . , The only 
basis for evaluating and arriving at the 'foir minimum wogc’ is the fair value of the servico 
rendered.’’ 
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State. . . . The meaning of the statute as fixed by its decision must be 
accepted here as if the meaning had been specifically expressed in the 
enactment. Exclusive authority to enact carries with it final authority 
to say what the measure means. The standard of ‘minimum fair wage 
rates’ for women workers to be prescribed must be considered as if both 
elements — ^value of service and living wage — ^were embodied in the statu- 
tory definition itself. As our construction of an Act of Congress must 
be deemed by state courts to be the law of the United States, so this New 
York Act as construed by her court of last resort must be taken to express 
the intention and purpose of her lawmakers.”^ Since the statute as 
construed by the highest New York court included the living-wage stand- 
ard as well as the value of service standard, “the state court rightly 
held the Adkins case controls this one and required that realtor be dis- 
charged upon the ground that the lepslation under which he was indicted 
and imprisoned is repugnant to the due process clause of the Fourteenth 
Amendment. ... If the State has power to single out for regulation the 
amount of wages to be paid women, the value of their services would be a 
material consideration. But the fact has no relevancy upon the question 
whether the State has any such power. And utterly without significance 
upon the question of power is the suggestion that the New York pre- 
scribed standard includes value of service with cost of living whereas the 
District of Columbia standard was based upon the latter alone.” 

Several observations must be made. (1) In the first place, it can be 
'Stated with certainty and without qualification that the construction 
placed by the New York Court of Appeals majority upon the statutory 
definition of the minimum wage to be prescribed was erroneous. An 
"unreasonable and oppressive” wage was defined as one that was both 
less than a fair and reasonable value of services and less than sufficient 
to meet the minimum cost of living necessary for health; a^ fair wage 
was defined as one fairly and reasonably commensurate with the value 
of service or class of service rendered. In order for the Commissioner of 
Labor to have jurisdiction and be authorized to prescribe wage minima, 
it was necessary that the fact of “oppressive and unreasonable” wages 
(i.e.. the presence of both elements) be established; but the wages pre- 
scribed were to be “fair” wages as defined in the statut^.c., wages 
fairly and reasonably commensurate with the value of services renderc . 
The wage boards, in other words, were directed by the statute to recom- 
mend only wages commensurate with the value of services after investiga- 
tion had revealed that a substantial number of women and minors were 
receiving wages that were hath less than this value and less than enough 


' Cited in support of the position taken that the Supreme Court 

construction placed upon a state statute by the ° Jlancslcr 

Pylhia, V. llicr, 26S U. S. 30; Jonc, v. Prairie OU Co.. 273 U. S. 19 o; nUrnaUonal //arrrsfrr 

Co. V. Kentucky, 234 U. S. 216; and Green p. Lceec of Neal, G Fct. zoi. 



SIC 


LABOR’S PROGRESS AND PROBLEMS 


to meet the minimum cost of living necessary for health. This was the 
conslruelion of Chief Justice Hughes and of Justices Stone, Brandeis, and 
Cnrdozo, and it appears to be the only one justified by a rending of the 
plain words of the statute.* (2) In the second place, the refusal of the 
Supreme Court majority to question the construction placed upon 
the definition of a fair minimum wage by the New York Court of Appeals 
deserves a word of comment. There is, as all students of constitutional 
law know, precedent for the position that the Supreme Court is without 
power to put upon a state enactment a construction dilTcrcnt from that 
adopted by the highest court of the state. TOiat Justice Butler and 
his four concurring colleagues seem not to have taken into account, 
however, was the fact that the state court, in reaching its conclusion ns 
to the dual chanacter of the prescribed standard, was construing the 
opinion of the United States Supreme Court in the Adkins ease, and was 
deeming that ruling applicable in the ease under consideration. The 
construction that a state court puts upon a decision of the United Stales 
Supremo Court is not binding upon the latter body. To quote Chief 
Justice Hughes: “When the opinion of the state court goes beyond the 
statement of the provisions of the act, and says that the setting up of 
such a standard docs not create a material distinction when compared 
with the Act of Congress in the Adkins ease, the stale court is not con- 
stniing the state statute. It is passing upon the effect of the difference 
between the two acts from the standpoint of the Federal Constitution. 
It is pulling aside an admitted difference ns not controlling. It is hold- 
ing .. . that 'forcing payment of wages at a reason, able value does not 
make inapplic.able the principle and niling of the Adkins ease.’ That, it 
seems to me, is clearly a federal and not a stale question.” (3) In the 
third place, it is not irrelevant to raise the question of why the court could 
not have .sustained the “reasonable- value” element of the standard of 
wage determination, even though the other element (the living-Wiigc 
principle) could not be tolerated under the Constitution of the United 
Stales. It will be noted that the Court did not specifically rule upon the 
constitutionality of a statute requiring merely the payment of wages at 
fair value; it accepted the conelusion — an erroneous conclusion, as already 
stated — of the state court that the statute whose constilutionalily was 

* As Ihc Chief Justice cxprc,s5cdU in his dissenting oplmon:**Thcslnlutc . . . provides 
in explicit terms thnt the *fair ungc' which is to be prc.’icribcd is one thnt is *fniriy nnil 
rcjisonnbly commcnsurnlc with the value of service or class of scr\*icc rendered'. , , . The 
constitutionnl validity of a minimum wngc statute like the New York act has not heretofore 
been pas>ed upon by this Court, . . . The required correspondence of the prescribed 

* fair wage* to the rrasonablc value of the sendee which the employee performs stands nut as 
the essential feature of the statutory plan. The ,slaliUc for the District of Columbia which 
was before us in the Adkins case did not have that feature. . . . Xcw York nnd other Stales 
have been careful to adopt a dllTcrcnl and improved standard, in order to meet (he objec- 
tion aimed ot the earlier slntulcs, by requiring a fair equivalence of wage ond service.” 
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challenged included both the fair value and the living wage standards, 
and it sustained that court in holding the statute unconstitutional m 
toto (except as applied to minors) because of its alleged inelusion of both 
elements. Even if the statute had required the wage boards to apply the 
living-wage principle as well as the fair-value principle in setting minima 
(whieh it did not do), it still would not have been gratuitous for the 
Supreme Court to have pointed out that the fair-value element could 
stand under the Constitution of the United States, in spite of the fact 
that the other element could not. Such a declaration would, after all, 
have been merely a reiteration of the 1923 declaration of Mr. Justice 
Sutherland (who concurred in Mr. Justice Butler’s 1936 opinion) that 
“a statute requiring an employer to pay , . . the value of the services 
rendered . , . would be understandable.” (4) Finally, the observation 
made in the discussion of the Adkins ruling may be repeated; that even 
basing wages upon the living-wage principle does not force payment of 
more than the workers are worth, since the employer presumably will not 
hire them or keep them unless they are worth what he must pay them. 
The best evidence of “just equivalence” is the fact that the employer 
prefers to make the wage bargain rather than to make no bargain at all. 
It is sufficient to quote the words of Mr. Justice Stone: “I attach little 
importance to the fact that the earlier statute was aimed at a starvation 
wage and that the present one does not prohibit such a wage unless it is 
also less than the reasonable value of the service. Since neither statute 
compels employment at any wage, I do not assume that employers in 
one case, more than in the other, would pay the minimum wage if the 
service were worth less.” 

The portions of the decision other than those denymg the State s 
contention that the New York law differed materially from the one held 
unconstitutional in the Adkins case were, for the most part, a reiteration 
of the earlier objections to minimum wage legislation; and they may be 
treated very briefly.^ Freedom of contract is the general rule and 
restraint the exception. While physical differences between men and 
women must be recognized in proper cases and legislation fixing hours or 
conditions of work may properly take them into account, the Adkins 
ruling that “we 'cannot accept the doctrme that women of mature age, sm 
juris, require or may be subjected to restrictions upon their liberty of 
contract which could not lawfully be imposed in the case of men imder 
similar circumstances” still stands. The dominant issue in the Adkms 
case was whether Congress had power to establish minimum wages for 
women workers, and that decision “and the reasoning upon which it 


> Possibly it is unnecessary to cnU attention to the tact that this reiteration was largely 
gratuitous, since the Court had not been asked to reconsider the Adkins decision but m y 
to decide whether the New York statute was materially ditterent from the Distnct o! 
Columbia one, and it had already answered that question in the negative. 
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rests clearly sliow tlmt the Stale is ivilliout power by any form of legisla- 
tion to proliibil, change, or nullify contracts between employers and adult 
women ns to the amount of wages to be paid.” The objections specif- 
icnllj’ applicable to the requirement that the minimum wages prescribed 
be adequate to supply the necessary cost of living set forth in the earlier 
decision — the vagueness of the living-wage standard, the fact that account 
was taken by the legislators of the necessities of the workers but not of 
those of the employer, the inclusion of the “e.\trancous” circumstance 
of employee needs, and the other objections postulated in 1923 — were 
also applicable to the New York statute, since the contention of the peti- 
tioner that this law should be tested as if it did not include the cost of 
living standard, but only that of value of service, “plainly . . . is unten- 
able.”* The legislative declaration of the social necessity for this legisla- 
tion, embodied in the “Factual Background ” section of the .act, really 
proved not the reasonableness of such interference but rather its arbitrary 
character, since “much, if not all that ... is said in justification of the 
regulations that the act imposes in respect of women’s wiigcs applies with 
equal force in support of the same rcgidation of men’s wages. . . . Men 
in need of work arc as likely as women to accept the low wages offered by 
unscrupulous employers. ... It is plain that under circumstances such 
ns those portrayed in the ‘Factual Background,’ prescribing of minimum 
wages for women alone would unreasonably restrain them in compolilion 
with men and tend arbitrarily to deprive them of employment and a fair 
chance to find work.”" 


* “riftinly imlcnnblc*' bccmisc, ns hns already been indicated, the slate court rnnjority 
con«trucd the dcnnilion of n fair minimuni wage to include the cost of living element (which 
it did not) and the Supreme Court majority held that it must accept the construction of tlic 
state court. 

* The dialectics by which Mr. Justice Butler reached the conclmion llml the “Fnclual 
Background” section of the law proved just the opposite of what the Icgi'slators thought it 
proved were, it hns to be said, not of a high grade. He quoted from the "I'nctual Back- 
ground” of the statute under consideration and also from that of another bill pns.scd by the 
New York legislature in 193S and .submitted to the governor contemporaneously for signa- 
ture, and latter measure applying to men ns well ns to women. The “Factual Bnckgrounils” 
in the two ]aw.<i were much the same, and from this fact wn.s made the deduction tlmt it U 
arbitrary to apply wage regulation to women but not to men. The 193S act applicable to 
men, vetoed by Governor liClimnn, was intended as a tempornr}* measure, but it.s uncon- 
slitulionality in the light of the decisions on hours regulation for men was obvious. It was 
never supported by the National Consumers League or other groups active in the minimum 
wage movement. The fact that the drafters of this bill included in their .sl.atcmenl of 
findings and recitals of ceononiic fact allusion to the same forces making for ctploitation 
that uTre nlludod to in the net applicable only to women docs not at nil nic.nn that these 
forces do not operate much more powerfully in the ease of women than in the ease of men. 
Mr. Justice Butler relied upon n similarity of verbagein two bills, one of which never became 
law, to prove the arbitrary cbaroctcr of n minimum wage law applicable only to women 
workers, ignoring the evidence of dec.ndc5 ns to the UTakocss of women ns bargainers and 
the social concern in their receipt of living woges. 
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Once more a few observations must be made. (1) The objections 
raised by the Supreme Court majority, as has already been noted, were 
much the same as those set forth in the Adkins opinion, and the implica- 
tion of them all is that the contract of employment cannot be regulated, so 
far as its wage aspect is concerned, as can other contracts. Prior to the 
Tipaldo decision the Supreme Court had upheld a type of price control — 
New York State’s minimum price regulation in the milk industry’ — 
infringing certainly as much upon freedom of contract as did the minimum 
wage law. Both attempted to regulate prices. The difference was that 
one regulated the price of labor, the other the price of a commodity. 
Why cannot the former be regulated — especially when the regulation is 
limited to women workers, whom evidence has abundantly proved to be 
weak bargainers, frequently receiving a wage bearing little relation to 
either their needs or their value productivity — ^when the latter can ? The 
majority opinion in the 1930 minimum wage case merely reiterated the 
doctrine that “freedom of contract is the general rule” and developed 
the thesis that women would be subjected to arbitrary discrimination 
were their wages, but not those of adult males, made the subject of regular 
tion. Perhaps the answer to the question is to be found in the dissenting 
opinion of Mr. Justice Stone: “It is difficult to imagine any grounds, other 
than our own personal economic predilections, for saying that the con- 
tract of employment is any less an appropriate subject of legislation than 
are scores of others, in dealing with which this Court has held that legisla- 
tures may curtail individual freedom in the public interest. . . . No one 
has yet attempted to say upon what basis of history, principles of govern- 
ment, law, or logic it is within due process to regulate the hours and 
conditions of labor of women, but that reflation of the amount of the 
wage passes beyond the constitutional limitation; or to say upon what 
theory the amount of a wage is any less the subject of regulation in the 
public interest than that of insurance premiums, . . . commissions of 
insurance brokers, or of the charges of grain elevators, or the price wbch 
the farmer receives for his milk, or which the wage earner pays for it. 


’ Nebbia V. New Yorlc, 891 U. S. B37. In this decision the Court held: to as the 

requirement of due process is concerned, and in the absence of other constitutional 
tion, a State is free to adopt whatever economic policy may reasonably be deemed to ^ - 
mote public welfare, and to enforce that policy by legislation adapted to its purpose The 
courts are without authority either to declare such policy, or, when it is declared by ft 
legislature, to override it. If the laws passed are seen to have a 
proper lerislative purpose and are neither arbitrary nor disonmmatory, the requuemrats 

of d^pro^ssareSedandiudidal determination to ftateff^^^^^^ 

oMeio." That declaration and decision, it was urged strongly by Mr- -e S^ue m to 
dissenting opinion, should have controlled the 

irreconcilable with the decision and most of what was sa.d in ofthe 

left the Court free of its restriction asaprecedent and free to dei^^t^^^^^ 

particular form of regulation by whicb grave economic maladjustmenU ate to be remedie 
IS lor legislatures and not for courts/’ 


350 


LABOR’S rnOGRESS AND PROBLEMS 


(2) In the second plncc, llic Court majority’s treatment of the “Factual 
Background” of tlic act cannot escape comment. Tlic statute itself 
recited the social and economic conditions to n'liich exercise of the protec- 
tive power of the state was addressed, and a voluminous factual brief 
.showing from oilicial statistics that these recitals liad abundant support 
was submitted by the Attorney General.' Except for the already-men- 
tioned declaration that lhc“Factual Background” of the act really provctl 
not the reasonableness of such interference but rather its arbilrarj’ and 
discriminator}' cliaractcr, the cridcncc ns to economic and social need for 
the legislation received scant consideration from the majority of the 
Court. It is necessary only to quote the words of Chief Justice Hughes: 
“We arc not at libert}’ to disregard these facts. W'c must assume that 
they exi.st and examine respondent’s argument from that standpoint. 
That argument is addressed to the fundamental postulate of freedom of 
contract. I think that the argument fails to take account of cslablLshcd 
principles and ignores the historic relation of the State to the protection 
of women.” (3) In the third place, the refusal once more of the Court 
to dilTorcntiate between the social necessity of protecting women and 
men must be noted. Tlic legal and economic implications — and even 
some of the psychological implications — of the attitude of the Court 
majority toward the extension of special protection to women were con- 
sidered in our discussion of the Adkins decision, and it is siiflicient here 
to record the answer of the Chief Justice on this point: “When there are 
conditions which specially touch the health and well-being of women, the 
Slate may exert its power in a reasonable manner for their protection, 
whether or not a similar regulation is, or could be, applied to men. The 
distinctive nature and function of women — their particular relation to 
the social welfare — has put them in a separate class. This scpar.ation and 
corresponding distinctions in legislation is one of the outstanding tradi- 

* The fnctiinl brief submitted « wril-orpinirDtJ and extremely eompletc presentation 
of the economic and social necessity for minimum wage le^'slntion. Statistics from varioiw 
olGcinl sources showing the increasing number of wagc-eariiing women and the predominance 
of necessity to support thcmscires and their dependents ns the reason for their gainful 
employment were given; data from the reports of the Women’s Bureau of the United 
States Department of Labor showing such discrepancies and variations in wages paid for 
identieal work as to indicate little relationship existed bclw’ecn the value of services renderesi 
and wages paid were included; and evidence was submitted that working women arc largely 
unorganized and that their bargaining power is relatively sveak. The seriousness of the 
social problem svas also presented in the factual brief, which cited inquiries by the New York 
State Department of Labor in cooperation with the Emergency Relief Bureau of New 
York City disclosing the large number of w-omen employed in industry whose wages were 
insullident to support tliemscls’cs and those dependent upon them. The weight of the 
resulting burden upon the relief funds and the necessity for taking reasonable measures to 
reduce it. in the light of the enormous annual budgetary appropriation for the Department 
of I'ublic Welfare of New York City, were cxldbitcd in a brief filed by the Corporation 
Counsel of the City as an omfras riinor. 
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tions of legal history. The Fourteenth Amendment found the states 
■with that protective power and did not take it away or remove the 
reasons for its exercise.” 

The Ultimate Declaration of Constitutionality; The 1937 Decision.— 
In the preceding pages, emphasis has been placed upon the dissenting 
opinions as well as upon those of the Court majority. Such emphasis 
was not only permissible, but imperative. The legal and social philos- 
ophy and the conception of the judicial function of three or four of the 
justices in the past necessarily must be placed in rather sharp juxtaposi- 
tion to the dicta of the conservative majority if the basic clash between 
fundamentalist legal formalism, on the one hand, and an interpretation 
of broad constitutional provisions in the realistic light of existent social and 
economic conditions, on the other, is to be brought into clear relief. 
Moreover, the heretofore minority viewpoint on the constitutional ques- 
tions to which minimum wage legislation has given rise has, at last, become 
the majority viewpoint. The decision of 1987 ,* in which for the first time 
a majority of the Court voted to sustain one of the original minimum 
wage statutes, and specifically declared that “'the decision in the Adkins 
case was a departure from the true application of the principles 
governing the regulation by the state of the relation of employer and 
employed,” is of such importance that it should be summarized in detail, 
even though the basic conceptions embodied in it have appeared in the 
already discussed dissenting opinions.* It will be convenient to divide the 


1 Wem Coast Epid Co. o. Parrish and Parrish, 300 U. S. 879. The statute in question 
Iras the Washington state minimum wage law of 191S [Laws of 1918 (Washington) Chap. 
174. Remington’s Rev. Stat. (1983) Sec. 7623 et se?.]. As was stated earlier, tHs act was 
on the statutes, and more or less enforced, during the whole period following its enactment, 
including the post-1923 years when the Adkins decision expressed established precedent. 
The appellee, Elsie Parrish, a chambermaid employed in a hotel, brought suit to recover 
the difference between the wages paid her and the minimum wage fixed pursuant to the 
state law ($14.50 for a week of forty-eight hours). The act was thereupon challen^d as 
repugnant to the due process clause of the Fourteenth Amendment. The Supreme Court 
of Washington reversed the judgment of the trial court, sustaining the statute and directing 
a judgment for the plaintiff. The case then was appealed to the Supreme Court of tte 
United States, where a decision was rendered on Mar. 29, 1937. Chief Jusbre Hughes 
wrote the majority opinion, in which Justices Brandeis, Cardoso, Roberts, ^d Stone con- 
curred. The dissenters were Justices Sutherland. Butler VanDevanter, and Mc]^y»«l'!^- 
“Of the dissenting opinion in this case, written by Mr. Justice Suaerland httle ^1 
be said in these pages. For the moat part, the opinion consist^ of a reiteration of the 
AdHns dicta. In a little more detail, the dissenting opinion included th^e “gjuumts or 
theses: (1) A dissertation upon the nature of the judicial functmn. 
to be resolved in favor of the constitutionality of a statute. u w ose o , 
whom resolved?” It is the duty of a member of the Court “to pve J“jt te * 
opposing views of his associates: but in the end the qura ion e mus ans 
such views seem sound to those who entertain them, “XhsIT 

the statute is constitutional or engender in his mind a ra lona ou u nrooerlv 

The suggestion that the only check upon the exercise of the judical power, when properly 
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decision, for purposes of the present discussion, into five mnin argumenLs 
or lines of thought, and to consider them in the order licrc enumerated: 
(1) The Court’s discussion of the general nature of liberty, of due process, 
and of freedom of contract, and of the application of the principles enun- 
ciated to the employment relationship. (2) The development of the thesis 
that special protection may be extended to women but not to men with- 

invoked, to declare n con'^titulionnl right superior to nn unconstitiilionnl statute is the 
judge's own faculty of self-restraint is both ill considered and mischievous. Self-restraint 
belongs to the domain of the nill and not of judgment. The cheek upon the judge is 
that imposed hy his oath of ofnee, by the Constitution, nnd by his own conscientious and 
informed convictions; and since he has the duty to make up his own mind nnd adjudge 
accordingly, it is hard to see how there could be any other restraint.” (2) A denial tliat 
changing economic conditions make reasonable restraints that were once nrbitmiy, "It 
is urged that the question involved should now receive fresh consideration, among other 
reasons, bcenusc of the economic conditions which have supervened'; but the meaning of 
the Constitution docs not change with the ebb and flow of economic events.” (3) A 
declaration that the alleged bcnefieint consequences of minimum wage legislation arc 
irrelevant to the question of eonstilutionality. “In support of minimum-wage Icgi.sintion 
it has been argued, on the one hand, tliat great benefits will result in favor of underpaid 
labor, nnd on the other hand, that the danger of such legislation is that the minimum will 
tend to become the maximum, and thus bring down the earnings of the more cilieient toward 
the level of the less efficient employees. But with these speculations we have nothing 
to do. ^Vc arc concerned only with the question of constitutionality.” (d) Finally n 
reiteration — sometimes verbatim — of the Adkins dicta, (o) Freedom of contract is tlic 
general rule. (6) Regulation of hours is regulation of only nn incident of the employment 
relationship, nnd leaves the employer free to equalize the burdens by adjustment of svages. 
"Statutes of the former class [tliosc limiting hours of work] deal with nn incident of the 
employmcul having no necessary clicct upon wages.” (c) The minimum established need 
have no relationship to the value of services rendered or to surrounding conditions of 
einployincnt. "Neither the statute involved in the Adkins ease nor the AVnshington 
slntutc, so tar os it is invoh-cd here, has the slightest relation to the capacity or earning 
power of the employee, to the number of hours which constitute the day's work, the char- 
acter of tlic piece where the work is to be done, or the circumstances or .surroundings of the 
employment.” (d) The amount necessary to maintain health nnd motnls is not n precise 
and iins-nrying sum. " As we painted out nt some length in that c.asc (the Adkins case], the 
question thus presented for determination to the board cannot be solved by any general form- 
ula, prc.scribcd by n statutory burc.au, since it is not n composite but nn individual question 
to be answered for each individual considered by herself.” (r) AVoracn have the same legal 
nnd political rigliLs ns have men, and cannot be subjected to limitations upon their freedom 
of contract that could not also be placed upon men. “The common-lnw rules restricting 
power of women to make contracts have, under our system, long since practically dis- 
appeared. lYoincn stand lod.iy upon n legal nnd poIitic.aI equality with men. There is 
no longer any rc-ison why they should be put in dilTcrcnt classes in respect of tlicir legal 
rights to make contracts; nor should they be denied in cRrcl the right to compete with men 
for work p.iying lower wages which men may be willing to do. And it is nn arbitrary 
exercise of legislative power to do so.” (J) The argument that the legislature is free to 
recognirc degrees of harm from social conditions is not tolerable. ”.Vn appeal to the 
principle that the Legislature is free to rceognirc degrees of harm nnd confine its ceslrictions 
accordingly is but to beg the que.-tion, which is — since the contractual rights of men and 
women arc the same, ilocs the lep'sintion here involved, hy restricting only the rights of 
women to make contracts as to wages, create nn arbitrary discrimiimtion? We think it 
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out violating the due process principle. (3) The removal from prevailing 
Supreme Court precedent of the distinction dravm by the majority in 
the Adkins case between the reasonableness of limiting hours and of 
fixing wage minima. (4) The relegation to innocuous desuetude of 
Mr. Justice Sutherland’s thesis that the living wage principle is intolerable 
because the amount necessary for livelihood may not exactly equate 
“value of service.” (5) The elucidation of the social and economic 
conditions making the establishment of legal wage minima a proper 
exercise of the police power. 

1. The vigorous language of Chief Justice Hughes in setting forth the 
position of the majority on the general nature of liberty, of due process, 
and of the reasonableness of interference may be quoted directly. "The 
violation alleged by those attacking minimum wage regulation for women 
is deprivation of freedom of contract. What is this freedom? The 
Constitution does not speak of freedom of contract. It speaks of liberty 
and prohibits the deprivation of liberty without due process of law. In 
prohibiting that deprivation, the Constitution does not recognize an 
absolute and uncontrollable liberty. Liberty in each of its phases has its 
history and connotation. But the liberty safeguarded is liberty in a 
social organization which requires the protection of law against the evils 
which menace the health, safety, morals, and welfare of the people. 
Liberty under the Constitution is thus necessarily subject to the restraints 
of due process, and regulation which is reasonable in relation to its subject 
and is adopted in the interests of the community is due process. This 
essential limitation of liberty in general governs freedom of contract in 
particular. . . . ‘Liberty implies the absence of arbitrary restraint, not 
immunity from reasonable regulations and prohibitions unposed in the 
interests of the community.’” This principle of reasonable regulation 
and prohibition applies to the employment relationship, as well as to other 
contractual relationships. “The point that has been strongly stressed 
that adult employees should be deemed competent to make their own 
contracts was decisively met nearly forty years ago in Solden ®. Hardy, 

does.” (j) In generaJ, difference in sex affords no basis for restricting freedom of contract 
of women. “Difference of sex affords no reasonable ground for making a restriction 
applicable to the wage contracts of all working women from which like contacts of all 
working men are left free. Certainly a suggestion that the bargaining ability of the 
average woman is not equal to that of the average man would lack substance. The ability 
to make a fair bargain, as every one knows, does not depend upon sex.” (A) The power to 
fix a minimum wage connotes power to fix a maximum wage. "A statute absolutely 
fixing wages in various industries at definite sums and forbidding employers and employ.^ 
from contracting for any other than those designated would probably not be thought 
constitutional. It is hard to see why the power to fix minimum wages does not ronnote a 
like power in respect of maximum wages, and yet, if both powers be exercised in such a 
way that the minimum and maximum so nearly approach each other as to become sub- 
stantially the same, the right to make any contact in respect of wages will have been 
completely abrogated.” 
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wlicre we pointed out the inequality in the footing of the parlies. . . . 
And we added that the fact ‘that both parties arc of full age and com- 
petent to contract docs not necessarily deprive the state of the power to 
interfere, where the parties do not stand upon an equality, or where the 
publie health demands that one party to the contract shall be protected 
against himself,’ ” 

S. Contrary to the Adkins ruling that “women of mature age, sui 
juris, may not be subjected to restrictions upon their liberty of contract 
which could not lawfully be imposed in the case of men under similar 
circumstances,” the established precedent both before and after the 
Adkins decision has been that woman may be “properly placed in n doss 
by herself, and legislation designed for her protection may be sustained, 
even when like legislation is not necessary for men, and could not be 
sustained. ‘ . . . The argument that the legislation in question con- 
stitutes an arbitrary discrimination because it docs not extend to men is 
unavailing. This Court has frequently held that the legislative authority 
acting within its proper field is not bound to c.vtcnd its regulation to all 
coses which it might possibly reach. The Legislature is ‘free to recog- 
nize degrees of harm and it may confine its restrictions to those classes of 
cases where the need is deemed to be dearest.’ It ‘tlie law presumably 
hits the evil whore it is most felt, it is not to bo overthrown because there 
are other instances in which it might have been applied.’ There is no 
doctrinaire requirement that the legislation should be couched in all- 
embracing terms. This familiar principle has repeatedly been applied 
to Ic^slation which singles out women, and particular classes of women, 
in the exercise of the state’s protective power.” 

3. The majority distinction, drawn in the Adkins decision, between 
the reasonableness of limiting hours and the reasonableness of fixing wage 
minima was erroneous. Quoting with approval the Holmes obscr\'alion 
that the dissenting justice of 1923 could “perceive no diilcrcncc in the 
kind or degree of interference with liberty, the only matter with which 
wc have any concern, between the one case jlimitation of hours] and the 
other [fixation of wage minima],” and the Taft comment that “in abso- 
lute freedom of contract tlie one term is ns important as the other,” 
Chief Justice Hughes said: "The validity of the distinction made by the 
Court between a minimum wage and a maximum of hours in limiting 
liberty of contract was especially challenged [in tlie Adkins case]. That 
challenge persists and is without any satisfactory’ answer.” 

4. The fact that the statute did not require p.iyment according to 
“value of service,” as Justice Sutherland had said in the Adkins opinion 
(and said again in his dissenting opinion in the 1937 case*) a minimum 

^ From r. Orfgorit SOS U. S. 41S, quoted by Cluef Justice Uugbes tu tbe decision 
berc under consideration. 

* £upro, pp. S51-S52. footnote 1. 
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wage statute must in order to be "understandable” and constitutional, 
was not controlling. Again the language of the Taft and Holmes dis- 
senting opinions of 1923 became the language of the prevailing majority 
opinion of 1937. “One of the points which was pressed by the Court in 
the Adkins case was that the standard set up by the District of Columbia 
Act did not take appropriate account of the value of service rendered. 
. . . The statute before us is like . . . [the District of Columbia statute], 
but we are unable to conclude that in its minimum wage requirement 
the state has passed beyond the boundary of its broad protective power. 
The miTiiwiiim wage to be paid under the Washington statute is fixed 
after full consideration by representatives of employers, employees, and 
the public. It may be assumed that the minimum wage is fixed in 
consideration of the services that are performed in particular occupations, 
under normal conditions. . . . The statement of Mr. Justice Holmes in 


the Adkins case is pertinent: ‘This statute does not compel anybody to 
pay anything. It simply forbids employment at rates below those fixed 
as the minimum requirement of health and right living. It is safe to 
assume that women will not be employed at even the lowest wages unless 
they earn them, or unless the employer’s business can stand the burden. 

. . . And Chief Justice Taft forcibly pointed out the consideration which 

is basic in a statute of this character: ‘Legislatures which adopt a require- 


ment of maximum hours or minimum wages may be presumed to believe 
that when sweating employers are prevented from paying unduly low 
wages by positive law they will continue their business, abating that 
part of their profits which were wrung from the necessities of their 
employees, and will concede the better terms required by the law, and 
that while in individual cases hardship may result, the restriction will 
enure to the benefit of the general class of employees m whose interert 
the law is passed, and so to that of the community at large.’ We think 
- that the views thus expressed are sound.” 

5. Finally, the 1937 decision included a strong declaration that the 
social and economic conditions under which female labor power is bought 
and sold, the social interest in maintaining the welfare of women workers, 
and the dependence of this welfare in part upon the wages th^ receive 
make the establishment of legal wage mmima a proper exercise of the 
police power of the state. "What can be closer to the public interest 
than the health of women and their protection from unscrupulous and 
overreaching employers ? And if the protection of women is a le^timate 
end of the exercase of state power, how can it be said that the requirement 
of the payment of a minimum wage fairly fixed in order to meet the ^ry 
necessities of existence is not an admissible means to a en 
Legislature of the state was clearly entitled to consider the situation of 
women in employment, the fact that they are in t e c ass 
least pay, that their bargaining power is relative y we , an 
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arc llic ready victims of those who would take advantage of their neces- 
sitous circumstances. The Legislature was entitled to adopt measures to 
reduce the evils of the ‘sweating system,' the exploiting of workers at 
wages so low ns to be in-sufficient to meet the bare cost of living, thus 
making their verj’ helplessness the occasion of a most injurious competi- 
tion. The Legislature had the right to consider that its minimum wage 
requirements would bo an important aid in carrying out its policy of 
protection. The adoption of similar requirements by many states 
evidences a dcepscatcd conviction both as to the prc.scncc of the evil and 
as to the means adopted to check it. Legislative response to that con- 
viction cannot be regarded ns arbitrarj' or capricious, and that is 
all we have to decide. Even if the wisdom of the policy be regarded 
as debatable and its effects uncertain, still the Legislature is entitled to its 
judgment.”* 


Wage Regulation under the NRA. 

It is in a sense anomalous that the United States, the nation in which 
greatest constitutional difUculty has been encountered in establishing 
legal minima for the more economically submerged groups of women 
workers, has been the one whoso political-economic history includes 
record of the most extensive experiment ever made to regulate wages 
generally by government action. Between 1033 and 1935 a major 
portion of our industries became subject to nation-wide labor standards 
established under the provisions of the National Industrial Rccovcrj’ 
Act." Approximately 22,500,000 American workers were covered by 
NRA codes, in addition to several million more who remained, through- 
out the code period, under a ‘‘re-employment agreement” promulgated 
by the President on July 30, 1933, and embodying wage and hour provi- 
sions. During the two years between enactment of the law and the 
Supreme Court decision tliat it was unconstitutional,’ some 557 codes 

* The Chief Ja^tice iil.<o pointed out, os *'nn additionnl and compcllini; considcmlion.’* 
tlic eondition.s which Imd Arisen during the depression of the IPSO's. Tnxpaycrs nrc culled 
upon to pny whul exploited workers, relnlively defenseless against denial of nn living wage, 
need to presen’C livelihood, for "the bare cost of living must be met. lYc may tnkc 
judidnl notice of the unparalleled demands for relief which arose during the recent period 
of depression nnd still continue to nn alarming extent despite the degree of economic 
recovery which has been ncliicvcd. It is unnecessary to cite olTicial statistics to cstnblisli 
what is common knowledge through the length nnd brc.ndlh of the land.” It must be 
recalled, however, that the Court did not reverse the Adkins decision upon the ground, 
sometimes invoked by the judiciary in the past, that “economic conditions have changed.” 
This was merely nn “additional” cansidemtion; the Adkins decision was held by the 1D37 
majority to have been "n departure” from the "true application of the principles governing 
the regulation by the state of the relation of employer and employed" at the time it was 
rendered. 

» 48 Slat. 185; IS U. S. C. 703. Signed by the President on June 10, 1033. 

' SdiKhltr PouUty Corp. r. U. S., SOS U. S. 40S. Decided May ST, 103S. 
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and 201 supplementary codes were formulated and approved, and 
numerous executive and administrative orders were issued. In the 
aggregate, there emerged the largest body of administrative labor law 
the United States has ever seen. This experiment, a matter of history 
though it now is, provided an experience that has already influenced 
government policy toward industrial relations,^ and inevitably its influ- 
ence in the future will be profound. 

Background, Objectives, and Theoretical Basis of the IIRA. — ^The 
National Industrial Recovery Act reflected governmental response to a 
most extraordinary set of economic conditions. In its purposes, both 
immediate and ultimate, as well as in its theoretical basis and in the 
instrumentalities intended to give embodiment to the underlying theory, 
it differed appreciably from the attempts at wage regulation already 
discussed in this chapter. A few words about these background condi- 
tions, the short-run and long-run objectives, and the assumptions as to 
how these objectives could be achieved should therefore precede an 
examination of the system of wage regulation.^ 

In the spring of 1933 the United States was in the depth of the worst 
depression in its history. For three years, business had continued on 
its dizzy downswing. More than 16,000,000 persons were unemployed. 
To many, the deflationary developments seemed to have reached a point 
threatening something bordering on complete collapse. Faith in 
“automatic recovery,” in the “self-generating” forces traditionally 
supposed to bring revival, was largely dissipated. In such a situation, a 
new administration, more skeptical than its immediate predecessors 
of the individualism of the past, and pledged to inaugurate a New Deal, 
resorted to extraordinary measures to meet an extraordinary situation. 
The plan had, it is true, basis in numerous proposals made during the 
period of the depression, and in economic ideas that had been making 


'The National Labor Relations Act, tooussed in detad in vol. IIL incorporates the 
principles and canons that were esUblished by the boards set up to enforce and give oper- 
ative meaning to Section 7 (o) of the Recovery Act. The federal so-called Wages and 
Hours Act of 1938 of course sought, through a different mechanism, to effect national con- 
trol of wages and hours in industries affecUng interstate commerce, and was to an extent an 

offspring of NRA experience. . . . v j 

' On the one hand, the NRA coies were codes of fair competition! on the other hand, 
they were labor codes. This chapter is concerned with the former aspect only m so far as 
it impinges upon the latter. Also, only the wage provisions of the labor i^t of the codes 
are here directly in point. The regulation of clald labor under ^e NBA 
later chapter (infra, pp. 429-483), as is the limitation of hours (t»/ro, pp. 48W84). Col- 
lective bargaining under Section 7 (a) is discussed in vol. 3. ( ,1.- xrDA 

'Many writers have, of course, discussed the immediate backpound of ihe NR . 
Among accounts worth consulting are those of the Brookings Institution group Chap. I 
of The Nalional Recmery Adndnieiralim, by Lyon, Homan. Terborgh, Lomn, Denring, 

and Marshall, of C. F. Boos (N.R.A. Ecenamic V /’ 

and of the ftesidenfs Committee of Industrial Analysis (The Natumal Recovers Admirne- 

fraft'on, a report to the President, pp. 1-17). 
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liendway for a fairly long period. The notion of “economic planning” — 
II phrase meaning diffcrcnl things to different people — had become 
increasingly popular during the depression years.* The conviction lliat 
competition was in part predatory made businessmen hospitable to joint 
action, wliilc the belief that there existed an excess of productive capacity 
and that something should be done “to balance production and con- 
sumption” seemed to bo widely entertained. Increasing attention to the 
problem of “technological unemployment” created a receptivity to a 
program of shortening hours in order to reabsorb labor displaced, it was 
believed, in consequence of technological change.* All of these notions 
made contact, although sometimes only vaguely, with the idea that 
current income in the hands of the masses was insufficient to lift off the 
market the output of the productive system, that therefore “an increase 
in mass purchasing power” was necessary to halt the downward spiral of 
business and initiate an upswing. 

The objectives of the National Industrial Recovery Act were both 
immediate and long-run.* Re-employment and industrial rccovcrj' were 
to have “the right of way,” but planning for “the longer pull” was not to 
be regarded as of secondary importance. When signing the measure, 

■ Numerous “cconomic-plnnnins” proposals Were made by business, labor, and political 
RTOups. Senator LaFollcttc introduced a bill for a national economic council, ns a first 
step torrnrd long-range planning in a number of particulars. The Amcricau Federation 
of Labor of course articulated its conceptions of proper economic planning. Among the 
plans emanating from business sources, perhaps the most widely discussed were the 
so^nllcd "Swope Plan” and the plan of the U. S. Chamber of Commerce. The plans of 
businessmen or groups generally predicated the desirability of high wages, but their 
emphasis was somewhat more upon the need of limiting excessive competition, and gener- 
ally this power was to be entrusted to organized business groups. 

’ As is indicated in Chap. JX {infra, pp. 476—181), the work-sharing mos-cment attained 
unprecedented proportions during the early years of the depression of the 1030's. ;\s the 
President's Committee of ludmstrial Analysis has suggested {op. eft., pp. 3-4 and 7-8), a 
distinction should be made between "work-slmring" and " work-spreading." The former 
implies part-time work svithout a ncccssarj* change in either standard hours or hourly rates 
of pay; the latter may be taken to imply reduction in standard hours with some compen- 
sating increase in hourly rnte.s. It is the latter program, of course, that integrates with the 
purchasing power theory of the NR.\, 

■ The declaration of policy in Section 1 of the Act indicated the dual purpose of immedi- 
ate rccoTCry and long-run reform. It dedared that the purpose was to "remove obstruc- 
tions from the free Cow of interstate and foreign commerce which tend to diminish the 
amount thereof ... to promote the fullest possible utilization of the present productive 
capacity of indsistrics, to ns'oid undue restriction of production (except ns may be tempo- 
rarity required), to increase the consumption of industrial and agricultural products by 
increasing purchasing power," to " induce and maintain united action of labor and manage- 
ment under adequate governmental sanctions and supervision ... to reduce and relieve 
unemployment, to improve stnndarsls of labor." and to "provide for . . . promoting the 

organization of industry* for the purpose of cooperative action among trade groups ... to 
eliminate unfair competitive practices ... and otherwise to rehabilitate industr)- and 
conserve natural resources." 
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the President declared: "It represents a supreme effort to stabilize for all 
time the many factors which make for prosperity of the nation and the 
preservation of American standards. Its goal is the assurance of a 
reasonable profit to industry and living wages for labor, with the elimina- 
tion of the piratical methods and practices which have not only harassed 
honest business but also contributed to the ills of labor.”* These long- 
run objectives would be realized partly by the mitigation of instability 
consequent upon less unequal distribution of income, and partly by the 
stabilization of business activity that would result from collective action 
of more highly organized business and labor groups.* In the short run 
the dual end was absorption of the unemployed through shortening hours 
and revival of business activity. Raising wage rates and aggregate 
labor payments would increase the purchasing power of the nation for 
goods and services; the volume of production would be enlarged in conse- 
quence of this increased demand and an upward spiral of recovery started; 
the relaxing of the antitrust laws in favor of collective action would 
enable industry to relieve itself from the chaotic competitive pressures 
which the depression had intensified; and wdth price declines halted 
business confidence would be restored and forward commitments made. 
The raising of wages would “prime the pump,” or furnish the initial 
shove needed to get the industrial engine off dead center. 

Critical evaluation of this underlying theory is not immediately in 
point in a chapter primarily concerned with methocs of governmental 
wage regulation, but two observations may be made in passing: first, 
that in view of the comparative movement of prices and wage rates during 
the 1933-1935 period, the underlying theory probably never was put to a 
very real test; and, second, that the very extraordinary economic condi- 
tions of 1933 must be taken into account before the NRA is condemned 
as merely an economically naive attempt to pull ourselves up by our 
bootstraps. It should be apparent that the purchasing-power theory 
presupposed a certain lag of prices behind wages on the upturn, and 
therefore an increase in real earnings. This lag, and with it an incre 0 .se in 
purchasing power of the mass of workers, was expected to bring an expan- 
sion of productivity activity and lower unit costs of production. These 
lower unit costs would, in turn, obviate the necessity of a later raising 
of prices to the extent that would have been necessa,ry if the wage 
increases had been offset by price rises at the original level of production. 


* Quoted in Lyon et d., op. cit., p. 1, and mony other places. 

’ MthSome’ of the statements emanating from high officials 
imply that it was necessary only that prices should not rise beforo or more than wage rates. 

For illustrations, cf. Lyon et al., op. cit., pp. 757-760. . , * 1 ,, NRA 

* Many students have written critical evaluations of * ® T-Jugirial Analysis 

The report submitted to the President in 1937 by his ^mmittee 

{The National Bemery Adminutration. Department of Commerce, mimeographed) gives 
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In practice, however, prices did not lag behind wage rates; indeed, ns 
lias been pointed out in oiir discussion of the trend of real earnings after 
1933,* prices in general tended to rise .along with the nd\’nnce of wage 
rates.= It cannot truthfully be said, therefore, that the underlying theorj- 
of the NRA was put to .m actual test. In the second place, it may be 
observed that the extraordinary conditions of the time must be taken into 
account before facile adverse judgment is rendered. Unlike the attempts 
at wage regulation discussed in preceding sections of this chapter, the 
NRA was not aimed primarily at raising to a living standard the more 
submerged and exploited workers; it contemplated a general increase in 
earnings. Under ordinary circumstances, in a profit-making, capitalistic 
system, an attempt to bring back prosperity and induce industry to hire 
more workers by making labor a more expensive factor of production — 
by increasing costs — might appear to be sheer economic madness. But 
circumstances in the spring of 1933 were anything but ordinary. Many 
firms had redneed their working forces virtually to skeletons of what 
they had been prior to the depression, and could not reduce them much 
more if they were to remain in business. Their demand curves for labor 
were therefore more inelastic than they normally are, and increases in 
wages might have been expected not to produce as adverse an clTcct 
upon the volume of employment as ordinarily. The recuperative forces 
appearing after previous depressions bad run their course seemed to 
be almost nonexistent. Opportunities for capital investment were 


nn exposition of the underlying economic nssumplions nnd nn nnnlysis of the opemlion of 
the pinn Hint in the nggrcgnlc constitutes a crilicnl crnluntion. An adverse criticism is to 
lie found in the Brookings Institution study (ilfd., pp. 750-77i). C. F. Boos, jV/l.-f 
Fconomic Planiiiuff, pp. 417-4(0, mny be profitably con.siilted in this connection, ns may 
also Ibc papers delivered nt the 1933 meeting of the American Kconomic .Vssociation by 
J. M, Clark nnd others and publi.slied in tlie Amrrtraii Economic licnctr, Supplcmcni^ for 
Mnrcli, 1031. Sumner 11. Sliclitcr's Toiearth SlabUilff nnd Paul If. Dougins’ Conlrollin} 
Depressions grapple with the bnsie theoretical issues raised by the NIl.\ program of expand- 
ing purchasing power by inerc.'ising wages. 

' Supra, pp. 1SJ-12G. 

• There were n number of xe.'isons why the predicated lag of price incrc.ascs behind wage 
increases did not mntcrinhzc. As is pointed out shortly, the wage minima incorporated 
into the codes did not, in many casc.s, represent ns great nn increase in money hourly 
earnings ns the theory might be assumed to dictate. It should be remembered, also, tluil 
the codes nnd the President’s re-employment agreement did not become cITectivc until 
August. 1033, whereas the public bad Imd notice of the program, with its virtual assurance 
of higher prices, since May, 1933. A certain wave of .speculation, induced by anticipation 
of highcrcosls, therefore resulted. Fc.arot monetary inflntionnnd tlicprospect of billionsof 
dollars to be spent on public works also contributctl to the price rise. Finallv, there was 
confusion w*ithin the Recovery Administration as to the relationship of wages and prices 
implied by the program, the idea of the duration of the lag was always vague, there was nn 
absence of authority to prevent price rises, nnd other parts of the .tdministration’s program 
(p.artlcularly the Agricultural Adjustment Administration, the Public IVorks Program, 
and devaluation of the dollar) looked toward rising prices. 
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extremely few. Under such circumstances, a case can perhaps be made 
for the taking of a gambling chance upon the outcome of a short-time race 
between the beneficial effect of increased consumer purchases, on the 
one side, and the retarding effect of higher costs of production, on the 
other — ^for transferring money from “slow spenders” (receivers of inter- 
est, rent, royalties, dividends) to “quick spenders.” It is not fantastic 
to assume that if the theory had worked out as planned — i.e., if prices 
had lagged behind the increase in wage rates — ^a temporary stimulus 
might have been afforded when firms curtailed payments to claimants 
other than labor to their income and transferred part of what bank 
balances they possessed to the workers in the form of wages. Such a case 
for the theory of the NRA is, however, applicable only to the very short 
run. Most of the claims upon income which might have been curtailed 
in order to increase wages are fixed by contract and cannot be long post- 
poned if firms are to remain in business and therefore to hire labor. It is 
most doubtful whether, if the NRA had raised wages without permitting 
price advances, employers would have for long expanded their aggregate 
disbursements. 

Wage Control under the Codes.— The dominant instrumentality for 
achieving the purposes of the National Industrial Recovery Act* was 


‘ The National Industrial Recovery Act induded three titles. Tide I, headed Industrial 
Recovery, is the only one with which we are directly concerned at this point. Title H, 
headed Public Works and Construction Projects, authorized an opproprinrion of $3,300,- 
000,000 for the dnnncing of public works, and Title III, headed Emergency Relief and Con- 
struction Act and Miscellaneous Provisions, made provision for the federal mergeney 
relief program. A brief summary of the provisions of Title I should be included in this 
record. Section 1 was the statement of policy, summarized in a preceding footnote, and 
Section 2 was an empowering paragraph, authorizing the President nancies, 

accept voluntary services, appoint officers and employees without regorf to the civil servme 
laws, to utilize federal officers and employees and, with consent of the states 
state and local officers, and to delegate any of bis functions and powers under the Act to 
such agents as he might designate or appoint. It was on th« authonzation of poi«r tot 
the National Recovery Administration was based. In Section 3 (o) of to 
was made for codes of fair competition, and basic procedure by 
was provided for. The President was authorized to approve codes if 
applieants for a code imposed no inequitable restrictions upon membership m ** groups 

riresented, if theapplic^nts were truly representative of the tod. 

they spoke, if the pmposed codes were not designed to promo e — ^ dll^ S S 
or oppress small enterprises, and if the proposed codes won d, ^ 

effectiiatethepolicyofihelaw. This section also established to righ of P.sonsen^^^^ 

in other steps of the economic process” covered by a particular code o be W on matos 
affeeUng their welfare. Under Section 3 (6) code, “PP^f of 

IcgaDy binding, violation of its provwons ^roing an u “ invested the 

whhin to meaning of the Federal Trade Commission Act M 3 ^ 

federal district courts and district attorneys wut power ° president might 

vided tot if trade groups foiled to take the initia “ “ Section’* (a) authorized the 
do so, after public notice of intenUon and po ic ’ | agreementa among. 

President to enter into agreements with, and to approve voluntary agree 
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llie code of fair compclition, drawn up for different trades or industries 
by "truly representative groups,” discussed in public hearings at which 
labor and other groups affected had opportunity to voice any objections, 
and finally approved by Uic President.* The initiative in proposing code 

pcRsons cnpigcd in the trade or industry. labor organizations, and trade and industrial 
groujis rrlien, in his judgment, such agreements vould aid in accomplisliing the purposes of 
the lasr. It is of some significance that during the trro years of the NRA, little use of such 
agreements was made by industrial or business groups. As the President’s Commillce of 
Industrial Analysis has commented upon this nonuse: “This . . . non>usc is particularly 
notable because it had long been said that industry needed only permission to enter into 
voluntary agreements, free from the anti-trust laws, to clicct reel improvement in the 
carapetitive economy; nnd in the present period of recovery that thought is often repented. 
But in actual practice, perhaps because of the deforming pressure of the depression, the 
means octunlly chosen were code provisions under Section S (a) of the Act enforceable 
against a minority who disagreed, rather than voluntary agreements under Section 4 (a) 
which bound only those who agreed. The two things ore fundamentally diilcrcnt from the 
point of view of law making and from the point of view of administration" (op. p. 11). 
It was under Section 4 (a), however, that the President’s Re-employment Agreement, 
sometimes called the “blanket code.” for which the Blue Eagle was first invented, was 
promulgated. Section 4 (i), which was limited to one year’s duration, and therefore 
expired on June IG, 1031, authorized the President, whenever he found destructive wage 
or price cutting or other activities contrary to the purpose of the law being practiced in a 
trade or industry, to license business enterprises if he deemed such action essential to making 
elicctivc a code of fair competition or an agreement. Section 6 provided tlmt codes, 
agreemenU, or licenses approved or prescribed and all nclions complying with the provisions 
of codes or agreements should be exempt from the provisions of the antitrust laws. Sec- 
tion 0 imposed the requirement that any group, ns n qualification of eligibility, should file 
such information coneerning its activities as the President should prescribe nnd cmpowerctl 
the President to prescribe such rules ns would insure that any organization availing itself 
of the benefits of the law was actually representative of the industry it purported to repre- 
sent Section 7 (o) was the coUcclivc-bnrgnining provision, discussed in dct.ail in vol. 3. 
This was a mandatory prescription, to be induded in each code. Section 7 (A), which was 
a kind of special application of Section 4 (a), provided that where employers and employees 
had by mutual agreement established standards of hours, rales of pay, or such other con- 
ditions of empioyment ns might be ncccss.sry to effectuate tlic purposes of the act, thc.se 
standards might, upon approval by the President, have the same effect ns a code of fair 
competition; nnd Section 7 (c), which was n special application of Section 3 (d), gave the 
President power, where no sucli agreement ns that contemplated under Section 7 (A) was 
arrived nt or approved, to investigate the situation and prescribe a limited code of fair 
competition fixing such maximum hours, minimum wage.', and other conditions of employ- 
ment ns he found ncecs.snry to effectuate tlic policy of the law. Sections 8, 0, and 10 dealt 
srith the relationships of the Act to Uie Agricultural Adjustment Act, made special provision 
concerning oil-industry regulations, and gave additional authorizations to the President 
for making the law effective. 

' A brief summnr}' of the procedure followed from the time n code was proposed by nn 
industr}' to its final approval by tlic President and n mention of the more important agendes 
established under the NIR.\ are here in point. A code submitted by an industry or trade 
first went to the Control Division of tlic National Recovery Administration, established 
under the powers conferred upon the President by Section 2, where it was docketed and 
copies were distributed to the offices of the NlLl which would be concerned in its negoti- 
ation. A clieck was then made by the Code Analysis Division to see that the sponsoring 
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provisions was to come from industry itself, i with aLabor Advisory Board 
protecting labor’s interests. Out of the process of code-making there 
emerged, as has already been said, the largest body of administrative 
labor law this country has ever seen. Our concern here is only with the 
wage standards that were established. 

It is difficult to discover any single unifying principle in these stand- 
ards. The majority of the code wage provisions were drafted under 
tremendous pressure. Higgling and bargaining played a large part. 
Frequently the standards proposed by the representatives of the employ- 
ers were those prevailing at the time in the industry; sometimes they were 
willing to grant higher than prevailing standards in return for eode 

association was “truly representative” and that all provisions made mandatory by the 
Act had been included. Actual negotiation of a code took place in the offices of the 
deputy administrators, to which were assigned advisers from the staffs of each of three 
advisory boards that had been established (a Labor Advisory Board, appointed by the 
Secretary of Labor and representative chiefly of organized labor, an Industrial Advisory 
Board, appointed by the Secretary of Commerce and representative of business interests, 
and a Consumers’ Advisory Board, the origituil members of which were appointed by the 
Adiruiustrator lor Industrial Recovery and approved by the Special Industrial Recovery 
Board, which included the Attorney General, the Secretaries of Agriculture, the Interior, 
Commerce, and Labor, the Director of the Budget, the Chairman of the Federai Trade 
Commission, and the Administrator for Industrial Recovery). The first steps in negoti- 
ation were the prehearing conferences between a committee selected by the sponsoring 
group and the Deputy Administrator with his labor, industrial, consumer, legal, and 
research and planning advisers. Following these there were publie hearings, formally 
conducted, at which everyone interested had the right to “an adequate opportunity for 
presentation of evidence in support of a code or any objections to proposed code provisions.” 
For the most part, the testimony given at these public hearings related to the labor provi- 
sions of the codes. The public hearings were followed by further negotiations between 
the industry and the Administration (“posthearing conferences”). It was then the duty 
of the deputy administrator in charge of a code, if he could, to bring it into a form that 
would be approved by all of his advisers, although he was empowered to forward the code 
with his approval to the Administrator without approval of his advisers. When the 
deputy had reconciled the conflicts of interest that had appeared to the best of his ability, 
he prepared his findings and recommendations and forwarded them with those of the 
several advisory boards and with the code to the Administrator. When the Administrator 
approved tT,p code, it was forwarded with his recommendations to the President. The 
procedure of original code-making was also applicable to amendment of codes, although 
there seems to hove been some tendency to avoid public heartogs on amendments except 
where they were of major importance and to substitute the alternative procedure of 
providing opportunity to file objections prior to the effective date of the amendment. 
For a more detailed account of procedure in formulating the codes, from which the fore- 
going is in large part drawn, c/. Committee of Industrial Analysis, op. cit., pp. 18-22. At 
the outset, the President appointed General Hugh S. Johnson Administrator for Industrial 
Recovery, but on Sept. 27, 1984, the administrative structure was radically altered when a 
board was substituted for the single-administrator form of control. 

'This was, of course, directed by Section 3 (a) of the law, NRA BvMin 2 stated: 
“It is not the function of the Recovery Admim'stration to prescribe what shall be in the 
codes to be submitted by associations or groups. The initiative in all such matters is 
expected to come from within the industry itself. 
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sanction of certain trade practices; occasionally tlie code standards were 
those that had developed through collective bargaining. In the majority 
of cases, the representatives of organized labor regarded management's 
proposals as inadequate. Nevertheless, the central idea of establishing 
a wage floor above the level to which wages had fallen during the depres- 
sion was not lost from sight; and a complicated set of wage minima was 
established and more or less adhered to during the life of the NRA. It 
will be convenient first to summarize the essential facts about the minima 
that were established, and then to turn to the various exceptions and 
exemptions and to the policy with respect to the wages of those earning 
more than the established minima when the codes went into cllcct. 

The minimum wage of the codes was not a single, definite thing but 
varied greatly among industries. At one extreme was the code for needle 
work in Puerto Rico, which set a minimum of 13.5 cents an hour; at the 
other, the wrecking and salvage code, which pro\'idcd a minimum of 
seventy cents for New York City, and the print-roller and print-block 
code, with a minimum of seventy-five cents,* Also, a large number 
of the codes provided more than one minimum,* the dilTcrcnccs being 
contingent upon sucli factors as geographic region, the population of the 
cities in which plants were located, sex, and occasionally wages paid in 
1939.’ Ordinarily when a geographical dificrcntiol was not included 
the c.\planation lay cither in the fact that an industry was located entirely 
in one area or else in the circumstance that the minimum wage was really 
effective only in the low-wage urea. But although the minima varied 
tremendously, it can be stated in a general way that in almost half of 
the codes the highest minimum rate for unskilled male production 
workers was forty cents, while in most of tlic other half it fell between 
thirty and forty cents.^ Less than one-tenth of the codes sot minimum 
rates higher than forty cents, and only a small number (ten) had top 

* Lyon rt at, op, cil., p. 317, and Rulli Rctickcr, "Labor Standards in NRA Codes," 
Annals of the Ameriean Academy, vol. 184 (Marcb, 1030), p. 77. 

’ The compilnlion made by Miss Rctiekcr [ibid,, pp. 77-73) shows that a total of 230 
codes set n lint minimum for male production workers, while the other 293 codes she studied 
incorporated two or more minima, 

’ The question of whether geographicnl dilfcrcntinls should be permitted, and if so how 
wide these dilfcrcntinls should be, is of course nn important one in any attempt nt govern- 
mental control on a national scale of wage rates, IVhcn the codes were drafted, one school 
of thought insisted Uint if there nre faelors which properly cause rnrintions among wage 
rates, these variations should appear only in wages above the minimum. Others contended 
that “fair competition” can be maintained only if the wages of each class of labor, shilled 
ns well ns unskilled, arc uniform throughout the industry, A third group contended that 
prceodc dilTcrentials should be maintained, since it was presumably not tlic purpose of the 
National Industrial Recos'ery Act to leloeatc industry. Still another group advocated 
gradual but not sudden elimination of geographical differentials. For on excellent sum- 
mary of these diflerent points of view, ef, Lyon rt nf., op. at., pp. 330-333. 

' From the Brookings Institution summary, ibid., pp. 318-320. 
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minima of less than thirty cents. The President’s Re-employment 
Agreement, promulgated July 30, 1933,* proposed a minimiini wage of 
forty cents an hour for factory or mechanical workers or artisans “unless 
the hourly rate for the same class of work on July 15, 1929, was less than 
40 cents per hour, in which latter case . . . not less than the hourly rate 
on July IS, 1929, and in no event less than 30 cents per hour.” Table 
62 shows the percentage distribution of employees covered by some 678 
codes according to minimum hourly rates. 


Table 02. — ^PEncEKTAGE op Employees Covebed by Codes PnoviDiNG Rates Spboipibd* 


Mioimum Hourly rate, eenta 

Fiat 

With ififfcrentialfl 

minimum 

Highest 

Lowest 



11.6 

1.3 

40 


26.9 

4.7 



19.3 

6.6 

so to 34 


18.2 

21.2 

25tn20 


4.7 

23.8 

20 to 24 




7.0 


0.6 

0.1 

3.9 

No lower limit set 

• • • • 


12.3 


19.2 

80.8 

80.8 






0.1 per cent. . 

> Frona Both Beticker, op, cU,, p. 78. Although almost half the codes established one minimum rate for 
the baste employees, less than one-fifth of the employees under the codes, it will be noted, were corered by 
Uiw code, without diffcrenUol,. Mjm Rcticker poiut, out that "ot the lour und one-third milliou employee, 
in then flat-minimum code, threc^iuarter, (M.S per cent of nil employee, under code,) were In coda with a 
40-cent rate, but all but 800,000 of them employee were accounted for by one code, oonstmetion. The figum 
in thi, table ehould not he mi, interpreted. The data on the ptreentage distribution of employe, under code, 
with differential, do not men. for example, that !0.0 per cent of all employee under ede, received n top rata 
of 40 cent, nn hour! rather, they men that *0.0 per cent of them were in ede, with a top rote of 40 cent,. 


The numerous exceptions of difierent occupational groups from the 
minimum wage provisions, complicating the code wage structure still 
further, may be summarized briefly. All but seventy-two of the codes 
set subminimiiiii rates for such groups as female workers, learners, 
apprentices, office boys and girls, the aged and handicapped, or junior 
employees.^ In a few cases, no other wage was set when specified groips 
were excepted from the minima. Various limitations upon the number 

1 Just before the Scheebter decision ot May 27. 1B3S. approximately mne-tenths of the 
employees over whom the National Industry Recovery Act had assum^ jwisfhction were 
under codes. The bulk of the remaining one-tenth were covered by the Presr en 
Re-employment Agreement, which was originally planned to serve as a stopgap until 

Jan. 1, 1934, but later was extended. j ti, 

“These seventy-two codes covered 11.6 per cent of the employees under tiie cod^ 

Half of these codre had no diiferentials, hut these thirty-snr codes ^ 

entials or subminimum rates were small codes, covermg only about 1 per cent ot aU employ- 
ees under codes. R. Retieker, op. oil., p. 81. 
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of esccplcd persons were eslnblishcd in order to prevent evasions of the 
minimum rates by classifying large numbers of employees ns coming 
within these subminimum groups.* Some 150 codes provided a sub- 
minimum rate for women or for “light and repetitive work” commonly 
done by women, but in all but four of the codes with a definilc female 
dilferenlial there was included the provision that “female employees 
performing subslanlinlly the same work ns male employees shall receive 
the same rale of pay as male employees." The use of the sex diiTcrential 
was concentrated in certain industrial groups; it was frequent in the 
paper codes, somewhat less frequent in manufacturing, equipment, non- 
mctnllic products, food, and chemical industries, and in many groups 
it did not appear at all.- The codes without female differentials were 
to be found chiefly either in industries employing few women, such as 
transportalion and construction, or else in those employing large num- 
bers.’ In the ease of codes for the latter industries, the minimum rales 
were of course set with the expectation that tliey would apply particularly 
to women workers. The sex differential (the difference between the 
highest minimum rate for males and the highest minimum rate for 
females) ranged from two to twenty cents per hour, with five cents being 
the most common. In three-fourths of the cases (7‘1.3 j)er cent) the 
highest female minimum wage was five cents per hour or less below the 
corresponding male wage. In 313 of the codes learners were excepted 
from the basic minimum, with another wage set for them by 309 of these 
313 codes; and in seventy apprentices were excepted, with a wage being 
set for them in twenty-seven codes.'* Four-fifths of the codes prescribed 


^ Mis9 llctickcr p. 79) hn.s summnrized tlic code provisions in terms of the 

number of codes excepting each of six gronps ns follo^vs: 
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a wage of 80 per cent of the mininiuin-for old or handicapped workers.* 
Other groups for whom subminimum rates were established were office 
boys and girls, junior employees in factories and stores, helpers, casual 
laborers, cleaners, yard workers, and porters.* Many of the codes had, 
in fact, several subminimum rates. 

Adjustment of wages in the “higher brackets” presented to the 
Recovery Administration problems that were, in some respects, more 
baffling than those involved in establishing minima for the unskilled 
workers. _ From the outset, the policy was to prevent the NRA from 
becoming a program for sharing wages as well as work and to “prevent 
the minimum from becoming the maximum,” and this involved the 
incorporation of code provisions respecting wages above the minimum. 
The President’s Re-employment Agreement of July, 1933, under which 
employers agreed “not to reduee the compensation for employment in 
excess of the minimum wages hereby agreed to (notwithstanding that 
tie hours worked in such employment may be hereby reduced) and to 
increase the pay for such employment by an equitable readjustment of 


I 


year or more, or to a definite arrangement for an apprenticeship contract or training 
course. All other so-called “apprentices” or “learners and apprentices” were counted as 
learners. The code provisions with respect to learners did not vary greatly. In the eofl 
codes with subminimum rates, the rate most frequently specified (in 16S codes) was 80 per 
cent of the minimum. In cents per hour, the learners’ rate was seldom more than thirty- 
five cents, and the differentials reduced the lower rale to twenty to twenty-four cents in a 
considerable number of codes. All but twelve codes limited the period during which the 
learners' wage could apply, the most frequent period being three months. Apprenticeship 
provisions varied somewhat more. The oontrolhng pattern of the NRA concermng appren- 
ticeship was the Executive Order of July 27, 1034, which defined an apprentice as “a 
person at least sixteen years of age who has entered into a written contract with an employer 
or an associaUon of employers which provides for at least 2,000 hours of reasonably con- 
tinuous employment . . . and his participation in an approved program of training” and 
set up an Apprenticeship Committee, directed by the Secretary of Labor, to issue CCTtifi- 
cates permitting employment at a wage lower than the code minimum under conditions 
qiecified by the Committee. Some of the code provisions nominally dealing with appren- 
ticeship were bona fide apprenticeship regulations, providing for a period of years of craft 
training; others were not. As is the case when apprenticeship provisions are included in 
collective agreements, the wage rates were generally a progressive percentage of the 
skilled rates, and were therefore not always subminimum rates for the later years of the 


ipprenticeship. ■ n j r 

‘The NRA standard for these employees was embodied in an Executive Order of 
?eb. 17, 1934, reading: “A person whose earning capacity is limited because of age, physi^ 
ir mental handicap, or other infirmity, may be employed on light work at a wage below the 
ninimum established by a code, if the employer obtains from the rtate authority designated 
ly the United States Department of Labor a certificate authorizing such person s employ- 
nent at such wages and for such hours as sliall be staUd in the certificate Such auftority 
ihaU be guided by the instructions of the United States Department of Labor in issmng 

sertificates to such persons.” , t. -n .. i ■, ™ 

‘For details rnu'-er nin g the provisions for these groups, cf. R- Reticker, op. erf., pp. 

!0-81, and Lyon el of., op. cit., pp. 883-388. 
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nil ptiy schedules,” provided a general formula, and when the first code 
(the textile code) was approved, the President inserted in the executive 
order of approval the statement: “Tlic existing amounts by which wages 
in the higher paid classes, up to workers receiving §30 per week, exceed 
wages in the lowest paid class slwH be mnintiiincd.” These general 
provisions that weekly wages in the higher brackets should not be 
allowed to sag because of the reductions in hours and that "equitable 
readjustments” should be made were not, however, suflicicntly spccinc; 
and ns the number of codes approved increased, a great variety of pro- 
visions on wages above the minimum emerged. Industrialists wanted 
generalized provisions allowing considerable elasticity, raliier than 
specific wage schedules or rates of increase; labor groups protested the 
more generalized provisions as inadequate, easy to evade, unenforceable, 
insufllcicnt to protect the weekly wage, and diOicult to administer.* In 
the final outcome, detailed wage schedules and basing points- were 
generally incorporated into the codes for industries in which collective 
bargaining was practiced, and in others the formulas were extremely 


TAnen 03 . — Coveoaoe or VAnions Code Pnoi-isioxs GoiTn.xi.vo tVAOEs adove idb 

Mixistcu' 


i 

Co(!m 

r.mployret 

PraTisioo 

Number 

Peh-cBlnBe 

iiulHbutio& 

Kniobfr On 
llmu^andi) 

Pereentaite 

diilHbotion 

A, (1) Wage iiclicdulcs or bMing points 

40 

B.D 

0,112 

27.8 

D, Kmpbn.sis on maintaining weeki v waces 

131 

25.3 

10.200 

40.8 , 

(2) Mninlnin, plus oilier providons 

20 

5.0 

81 ] 

3.7 

(3) Mnininin, no oilier prortsion 

04 

12.4 

0,788 

30.0 

(4) Pnrtly mnintnin 

38 

7.4 

2,743 

12.5 

C. (5) Mnintnin diffcrcntinls 

BS 

10. 0 

1,020 

7.4 

D. Eqiiilnblc ndjustincnts 

107 

88.1 

2,530 

11.5 

(fi5 Kqiiitnbic diffcrcnllnls 

25 

4.8 

407 

1.8 

(7) Kqiiitabic ndjuslmcnl— PHA 

11 

2.1 

41 

0.2 

(8) Equitable ndjuslnicot, no reduction 
hourly rates 

120 

23.2 

D33 

4.3 

(8) Equitable adjustment alone 

41 

7 0 

1,153 

5.2 

E. No positive requirement for change 

83 

17.0 

1,455 

0.0 

no) I*olicy statement or equivalent 

03 

12.2 

542 

2.5 

ni) Heport onb* 

11 

2.1 

418 

1.0 

(12) No clause 

11 

2.7 

401 

2.2 

Total 

617 

100.0 

1 

22,022 

100.0 


1 Kroa Lyon ti at., ep, fil^ p. 315. 


' Two excellent di^cus^ion^ of (lie problem of code providon for wnpes nbovc the mini- 
mum ftre llio5c of the I’pcsiclenl’s Committee of Industrinl Anniysis, op. nV., pp. 134-142. 
nnd I.yon ct o/., op. ri7., Clmp. IS. 

*'*Uasing points” differ from ”w«gc schwlulca” in that they fcI minima for o few 
(usually one or two) classes of scnuskiltcd or slalled workers. 
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general. The foregoing tabular summary of the provisions of 517 codes 
studied by the Brookings Institution group shows that only about one- 
twelfth of the codes (8.9 per cent), covering a little more than one-fourth 
(27.8 per cent) of all employees under codes, including wage schedules 
or basing points. On the other hand, more than one-third (38.1 per 
cent) of the codes, although covering only one-ninth (11.5 per cent) of 
the workers, had the unprecise provision of “equitable adjustment,” and 
about one-sixth of the codes (17.0 per cent), covering 6.6 per cent of the 
employees, including no positive requirement for change in the upper 
brackets. 

On the whole, the traditional tendency of the minimum rate of pay 
to serve as a base for the entire wage structure persisted under the NBA. 
In some manner or other, the codes did relate wages in the higher brackets 
to the TninimuTTi rate. As labor standards the provisions were frequently 
vague and badly drafted, and the dearth of operative meaning contributed 
to difficulties of enforcement; but so far as they were effective the clauses 
operated to prevent the NBA from becoming a program for sharing wages 
as well as work. As the President’s Committee of Industrial Analysis 
has summarized the matter: “The wage adjustment principle, even 
though not strictly applied, did . . . serve a significant role in NBA 
wage policy. It proclaimed that the NBA did not favor a share-the- 
work movement and that wage increases were required to compensate 
at least partially for the reduction in hours. Although the amount of 
increase in hourly rates was often not specifically declared, and thus 
caused wide variations in interpretations as to the required percentages 
of increase, the hourly rates of those receiving wages above the mini mum 
did in general increase during the NBA period. ... It may be said 
that, on the whole, the wider the spread in wages among employees 
before the NBA, the smaller was the rate of increase in hourly rates of 
those receiving the higher hourly earnings. The greater wage increases 
were received by those below or close to the minimum . ^ 

" The trend of real earnings during the period of the NBA has been 
summarized in an earlier chapter,* and detailed account of changes in 
labor’s income between 1933-1935 is therefore unnecessary at this point. 
As was pointed out there, money and real hourly earmngs of the majority 
of wage-earning groups increased appreciably during the two years. 
Weekly real earnings, on the other hand, lagged behind real hourly 
earnings until 1935, although thereafter, as the work week was length- 
ened, they tended to increase somewhat more.* Labor’s total real income 
increased appreciably during the NBA period. Whether hourly real 

1 Op. cit., pp. 136-137. 

* Supra, pp. 122“126. , , .j j 

» It be reoaUed that when the period from 1883 to the end of 1936 is considered as a 

whole, the two movements showed sinularity. Supro, p. 124. 
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earnings increased lo Ihe extent dictated by the purchasing power thcoiy 
of the NRA is anotlicr question; as was implied in the discussion of tlie 
theoretical basis of the program, there is some reason for believing that 
they did not. But the fact that the wage-culling movement was halted 
and that the material position of the average person attached to industry 
improved during the life of the Recovery Administration can be stated 
without qualification.' 

Federal Wage Regulation in the Future. — The government regulation 
of industry established by the National Industrial Recovery Act was 
more extensive than any theretofore attempted in the United Slates, and 
the decision of the Supreme Court of the United States that legislative 
power had been unconstitutionally delegated to the Fresident (especially 
by Section 3, providing for the codes of fair competition) and that the 
interstate commerce power of the federal government had been exceeded 
when poullrj’ firms engaged in purely intrastate activities were made 
subject to tlic provisions of a code was by no means entirely unexpected.' 

> Tlie President's Committee of Industrin] Analysis (op. cil., pp. lSD-141) lias sum- 
marized the essential facts concerning labor’s money income during tlie period of (he NRA. 
During the period from June, 1033, to October, 1033 (the period of the President’s Re-em- 
ployment Agreement), total money disbursements to rrorkers in NRA industries increased 
from 51,087,000.000 to 51,810,000,000, or by 13 per cent. "Thus the NRA period repre- 
sents an unusual experience. The course of industrial trends was completely cliangcd. 
Actual nockly hours were shortened; hourly earnings were raised considcmbly; actual 
weekly earnings for employed workers were slightly increased; and total labor income was 
strikingly expanded during n short period." The upward movement in hourly earnings, 
the Committee points out, continued throughout the entire period of the NR.t’s existence. 
“Of a total of Ifitl industries studied, only fifteen showed dcerc.ased nverage hourly e-arnings 
during the code period, , . . Employees in only twenty-one of the 13D industries . . . 
suffered a reduction in average nctiml weekly earnings during the period." Average weekly 
earnings for all manufacturing and thirteen nonmnnufacturing industries, ns reported to 
the Bureau of Labor Statistics, rose from 520.24 in October, 1033, to 521.8C in the first five 
months of 1033. or uu 8 per cent increase. During the last five months of the NRA. the 
average inonthlj- income distributed to workers had risen to 58,022,000,000. 

’ Schccliler PouUnj Corp. r. U. S., 205 U. S. 405. decided May 27, 1035. The decision 
was unanimous. Justices Cnrdozo and Stone rendering a concurring opinion. Bricliy, the 
following were main points in the opinion written by Chief Justice Hughes: (I) Extraordi- 
nary eoiidilions, such ns an economic crisis, may call for extraordinary remedies, but they 
cannot create or enlarge constitutional power. (2) Congress is not permitted by the Consti- 
tution lo abdicate, or to transfer to others, the essential legislative functions with which it 
is vested. (3) Wiilc Congress may leave to be selected the instrumentalities for making 
subordinate rules within prescribed limits and determination of facts to which declareil 
policy is to apply, it must itself lay down the policies and establish the standards, (4) 
Section 3 unconstitutionally delegated legislative power, and the .\ct was also unconstitu- 
tional in the instant c.asc because it axceeded the power of Congress to regulate interstate 
coinmcrcc and invaded power reserved exclusively to the slates. The codes of fair com- 
pctilinii, the Court pointed out, were meant to be codes of laws; the purpose of thenuthority 
conferred by this .section was not merely to deal with "unfair competitive practices’’ which 
offended against existing Inn- but rather to authorize new and controlling prohibitions 
tlwougli codes of law-s which would embrace what the formulators proposed and the I’rcsi- 
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It is, however, desirable to recall that the Court did not, in this decision, 
enunciate an unalterable opposition to all federal regulation of wages 
(or 'of wages and hours) in industries the employment terms and con- 
ditions of which substantially afiect the stream or flow of interstate 
commerce. Rather, it condemned the delegation of what was essentially 
a lawmaldng process to others than those with whom the Constitution 
vests this power and an extreme extension of the meaning of the com- 
merce clause. Advocates of federal wage regulation still had hope that 
where Congress itself definitely laid down the policies and established the 
standards, where the industries covered are only those affecting inter- 
state commerce within the meaning of established precedents, and where 
the establishment of federal wage standards is not inextricably interwoven 
with an elaborate system for the general regulation of industry, the 
present Supreme Court will not rule adversely. 

It is somewhat hazardous to speculate as to the firmness of the founda- 
tion upon which this hope is based, but allusion may be made to a few 
of the recently manifest dispositions of the Court. One year after the 
invalidation of the National Industrial Recovery Act, six of the members 
of the Court held the type of federal regulation of wages and hours in the 
bituminous coal industry, established by the Bituminous Coal Conserva- 
tion Act of 1935 ,* to be an unconstitutional extension of the meaning of 
the commerce clause.^ The implication in the statute that Congress 


dent approved or prescribed; Congress cannot thus delegate legislative authority to trade 
or industrial associations or to the President: such sweeping delegation of lepslative power 
finds no support in decisions of the Court defining and sustaining the powers granted to 
boards or commissions established under the interstate commerce power. (5) The defend- 
ants were engaged in the business of slaughtering chickens and selling them to retailers. 
■When the poultry bad reached the defendants’ slaughterhouses, the interstate commerce 
had ended; decisions dealing with a sUeam of interstate commerce and with the regulation 
of transactions involved in that practical continuity of movement were inapplicable in this 
case; if the commerce clause were construed to reach all enterprises and transactions which 
could be said to have an indirect effect upon interstate commerce, the federal authority 
would embrace practically all the activities of the people, and the authority of a state over 
its domestic concerns would exist only by sufferance of the federal government. 

> Public No. 402, 74th Congress, 1st Session, 1935. _ 

® Carter c. Carter Coal Co. et al. 298 U. S. 238. Decided May 18, 1930. The Bituminous 
Coal Conservation Act of 1936 declared that the mining and distribution of bituminous 
coal are affected with a national public interest and are therefore related to the generM 
welfare, and imposed an excise tax of 16 per cent of the sale prire or market value at the 
mine of all bituminous cool produced in the country, subject to a drawback of 13.6 per cent 

.... . < 1 1 - aI. T nhf\i> Txi^vtatnns i^F Lflft Ant. 


uuowBaiOT/DOSeproQUCcta - • v \e 

Three opinions were rendered in this case. Mr. Justice Sutherland shaking for himself 
and Justices Butler, McBeynolds, Van Devanter, and Roberts, held that the wages and 
hours regulations provided for in Part III of the Act were constitutionaUy invalid and that 
these were so Inseparably a port of the general scheme of regulation that the 
provisions of the code could not be upheld. It was therefore not neeessap- to rule upon tte 
question of whether the fixing of prices was a proper exercise of 

power. “The price-fixing provisions of the code are so related to and dependent upon the 



372 


MBOH'S rnoGitcss and problems 


possesses gcnernl power to regulate for the promotion of the gcncrtal 
welfare, tlio majority opinion in Uiis ease set forth, had to be rejected;' 

lalxir provisions as conditions, considerations, or compensations, ns to make it dearly 
improLalde that the latter being held (by Congress in enacting the measure! bad, the former 
would have been passed. . . . The price-fixing provisions of the code are thus disposed of 
without coming to the question of their constitutionality; but neither this disposition of the 
mailer, nor anything else we have said, is to be taken ns indicating that the Court is of 
the opinion that these provisions, if sepamtely enacted, could be sustained.** Chief Justice 
Hughes, on the other hand, agreed tlml the svngcs and hours regulation provided for was 
an unconstitutional extension of the commerce power, but disagreed with the majority ns 
to the insep-arabilily of the price-fixing and wage regulation parts of the act and held the 
former to be a proper exercise of Congrcss*s power to regulate interstate commerce. The 
dissenting opinion rendered by Mr. Justice Cardoxo, with the concurranco of Justices 
Brandeis and Stone, contended: (t) that llic price-fixing system was s-alid ns applied to 
transticlions in interstate eommcrcc and to those in intrastate commerce where interstate 
commerce is directly or intimately affected; (2) that the price-fixing part of the statute was 
separable from the labor provisions; (3) that the price-fixing provisions being valid, the 
complainants were under a duty to come in under the code and were subject to n penalty 
if they persisted in a refusal; and (4) tlrat the suits were premature so far ns they sought a 
judicial declaration ns to the validity or invalidity of the labor regulations. "Wages may 
be fixed by agreement or agreements negotiated by collective bargaining in any district or 
group of two or more districts bclneen representatives of producers of more than two-thirds 
of the annual tonnage production of sudi districts. . . . during the preceding c.alcndar year 
nnd reprcscntalix’cs of the majority of the mine workers therein. It is possible that none 
of these agreements ns to hours and wages xriil ever be made. . . , The statute in its labor 
regulations assumes the existence of a controversy tliat may never become actual. , . . 
The opinion of the court begins nt the wrong end. To adopt n homely form of words, the 
compl.ainnnts have been crying before Uicy arc really hurl.** In a summary of the rather 
complirailed outcome of this ease, then, these facts may be recorded: (1) Six members of 
the Court believed the wages and hours ccguinlions to be unconstitutional. (2) Five mem- 
bers did not rule upon constitutionality of the price-fixing provisions, but held these to be 
invalid because they were inseparable from the labor provisions. (S) Four members held 
the price-fixing and the labor provisions to be scp.srablc, nnd the former to be comstitutional. 
(■t) *rhrcc mcinbcrs held consideration of the labor provisions to be premature, since these 
depended upon the consummation of voluntary agreements, and Uicrcforc did not rule 
upon the constitutionality of federal ivagc regulation of the type prox'ided by the Bituminous 
Coid Conservation Act. 

' ‘‘Certain recitals contained in the Act plainly suggc.st that its makers were of opinion 
that its constitutionalily could be sustained under .some general federal power thought 
to exist np:irl from the specific grants of the Constitution. . . . Tlic ruling nnd firmly 
established principle is that the powers which the gcncml government may exercise ate 
only those .specifically cnuinemtcd in the Constitution, and such implied powers os are 
nccv.vsary nnd proper to carry into clfcct the enumerated powers. Wlicthcr the end sought 
to be attained by an net of Congress is legitimate is wholly n matter of constitutional power, 
nnd not at idt of legis1alis-e discretion. . . . The proposition, often advanced nnd as often 
discreslited, that the power of the federal government inherently extends to purposes 
ntTeeting the nation as a srliule with which the states sevcrrdly cannot dc.al or cannot ade- 
quately deal, nnd the related notion tliat Congress, entirely ap.xrt from those powers 
delegated by the Constitution, may enact laws to promote the general welfare, have never 
Ihvu nree[itcd but always definitely rejected by this Court. . . . The general purposes 
which the .\et recites ... are beyond the power of Congress except so far, nnd only so 
far, ns they may be realiicd by the exercise of some spcdfic power granted by the 
Constitution ’* 
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the power expressly granted Congress to regulate interstate commerce 
docs not include the power to control the conditions under which coal is 
produced before it becomes an article of commerce;* and tlie effect on 
interstate commerce in coal of labor conditions involved in its production 
is only an indirect effect,- Tliis decision, of course, registered unmis- 
takcably the opposition of the Supreme Court majority of 193C to the 
tj^c of federal wage and hour regulation provided for in the Bituminous 
Coal Conservation Act (the filing with a Labor Board of wage agreements 
reached by collective bargaining, the specified wages then being accepted 
as minimum wages by all code members) ; and the somew’hat restrictive 
view of the inlcrslalc-commcrcc power implied opposition to other forms 
of federal regulation predicated upon this same power. On the other 
hand, the Court was evidently impressed, in the Bitiuninous Coal Act 
case, by the fact that the system of wage regulation permitted a majority 
to regulate the affairs of an unwilling minority, and this element would 
not be present under a system wherein a federal board merely set minima 
for groups whose wages investigation had proved to be substandard. 
It may be noted, also, that in point of substance, if not in point of legal 
formalism, the conception of the interstate commerce power was widened 
by the 1037 decisions sustaining the National Labor Relations Act.’ 
There is, moreover, a rather ■widely held belief among constitutional 
lawyers that the Supreme Court would now reverse the five-to-four 


> “Commerce," llie Court pointed out, had nirendy been defined os “intcreoursc for the 

purposes of Imde.” “That commodities produced or mnnufncturcd within n state are 
intended to be sold or transported ouLside the stale docs not render their production or 
manufacture subject to federal rcjyulation under the commerce clause, , . . The incidents 
leading up to and culminating in the mining of coni do not constitute such intercourse for 
the purposes of trade. The employment of men, the fixing of their wages, hours of labor, 
and working conditions, the bargaining in respect of these things whether carried^ on 
scpamlcly or collectively— each and all constitulc intercourse for purposes of production, 
not of trade. The latter is a thing apart from the relation of employer and employee, which 
in nil producing occupations is purely local in character. _ 

> "The distinction between a direct and an indirect ellcct turns not upon the magnitude 
of either the cause or the effect, but entirely upon the manner in which the effect has been 
brought abonU If the production by one man of n single ton of coal intended for interstate 
sale and shipment, and actually so sold and shipped, affeets interstate eommerec indirceOy. 
the cflccl docs not become direct by multiplying the tonnage or increasing the number of 
men employed or adding to Uie expense or complexities of the business or all combined. 
. . . [The question] is not-What is the extent of the local acUvity or condition, or the 
czlaa of the effect produced upon interstate commerce? but— What is the rdaUm between 

the activity or condition and the effect?" tt o ■, *r „7 

* National Labor Relations Board a. Jones andLaughlm Steel Corp.,m U. S. 1; Natwnal 
Labor Relations Board v. Fmehanf Traikr Co.. SOI U. S. 49; NaUoml Labor Medzons Board 
e. Friedman.IJarrg Maries Clothing Co.. 301 U. S. 6Bi Assoc^ed Press v Nahonal Ubor 
Relations Board. 801 U, S. 103; Wasleinglon. Virginia, and M^rglmd Coach Co. R ahonal 
Labor Relations Board. SOI U. S. 142. These eases were decided Apr. 12, 1M7. In all 
except the last-mentioned, the decision of the Court 

McHcynolds, Sutherland, and Van Devanter dissenting. The Conch Co. decision wos 
unanimous. 
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decision by which it dcclnred a law prohibiting from shipment in inter- 
state-commerce goods made in plants employing child labor to bo imcon- 
slitulional,' and that it might sustain a statute excluding products made 
by men and women working under substandard labor conditions ns well 
ns those made by child workers. The 1930 decision invalidating the 
Coal Act docs not establish with finality that federal regulation of wages 
is unconstitutional. 

The “IVagcs and Hours Bill” of 1937,= and the similar proposal before 
Congress in 1038,= provide a pattern for future attempts to enact federal 
laws with respect to wages and hours. Under the provisions of the 
original bill,* a Labor Standards Board was to be established, authorized 
to investigate “the wages paid in . . . [occupations coming within 
the scope of the Act] and the value of the services rendered therefor” 
and, after determination that the establishment of a minimum fair 
wage would not “unreasonably curtail opportunities for employment," 
to establish “fair minimum wages.”* Goods produced in plants not 

’ Hammer r. Dajenharl, 217 TI. S. 251. This decision is discussed in detail in Chop, 

Vni, pp. ttO-lH. 

’S. 2175. 75tli Congress, 1st Session. Introduced on May 21, 1037. 

• In liis mess-sge to Congress on Jan. 3, 1038, President Rooites-cll urged tlic legislators 
to “put n floor below wliicb industrial wages .shall not foil." lie also declared;" Wage ond 
hour legislation is therefore a problem whicli is definitely before this Congress.” 

‘The declaration of policy in the bill rend: “The employment of workers under sub- 
standard labor conditions in occupations in interstate commerce, in the production of goods 
for interstate commerce, or otherwise directly nITccting interstate commerce (1) causes 
interstate commerce and the channels and instrumentalities of interstate commerce to be 
used to spread and perpetuate among the workers of the several States conditions detri- 
mental to the physical and economic health, clficicncy, and well-being of such workers; 

(2) directly burdens interstate commerce and the free flow of goods in interstate commerce; 

(3) constitutes an unfair method of competition in interstate commerce; (4) causes industrial 
dislocations directly burdening and obstructing interstate commerce and diverting intcr- 
stntc commerce from areas in which fair Inbor standards are maintained to areas in srhich 
such substandard Inbor conditions exist; (5) leads to Inbor disputes directly burdening and 
obstructing intcnslnlc commerce and the free flow of goods in interstate commerce; (S) 
causes undue price fluctuations impairing (he stability of prices of goods in interstate 
commerce; nnd (7) directly interferes with the orderly and fair marketing of goods in 
interstate comraciec. The correction of such conditions directlj’ nlfecling interstate 
commerce requires that the Congrc-ss cxcrd.se its legislative power to reguiate commerce 
nniong the several Stntcs by prohibiting the shipment in interstate commerce of goorls 
produced under substandard labor conditions in occupations in nnd directly nITccting 
interstate commerce.” 

* Section 5 of the bill directed that the Board, in establishing n minimum fair senge for 
nny .service or cln-ss of service, should (1) lake info account the "cost of living nnd nil other 
relcs’ant circumstances affecting the value of the service or class of service rendcreil,” (2) 
l>c guided by like considerations ns would guide a court in a suit for the rcason.able smIuc 
of services rendered where services arc rendered nl the request of nn employer without 
contmet ns to the amount of the wage to !« paid, (3) consider the wages established for 
work of like or conipamble character by collective labor agreements ncgntintcfl bclsrcen 
employers and employees by representatives of their on-n choosing, nnd (4) consider the 
wages paid for work of like or comparable character by employers who voluntarily maintain 
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paying minimum fair wages after these had been established by, Board 
orders (or not conforming to the orders concerning maximum hours) 
were denominated “unfair goods,” and their transportation in interstate 
commerce was prohibited. As in the British minimum wage system 
that had developed by the end of the War period, ‘ emphasis was placed 
upon the absence of facilities for collective bargaining as well as upon the 
fact of oppressively low wages.^ To an extent, the bill was an embodi- 
ment of the purchasing power theory of the NRA, but to a much greater 
extent it was merely an attempt to eliminate substandard conditions of 
employment. It expressed the conviction that the problem is of such a 
character that the governmental attack upon it must be national in 
scope.® 

To attempt to recapitulate at this point all the economic implications 
of federal control of wages — implications that have been implicit in this 
chapter as well as with those dealing with various phases of the problem 
of wages in preceding chapters — would be futile, and it is unnecessary. 
But a few observations are warranted. The magnitude of the admin- 
istrative task, unless the wage regulation is given only restricted appli- 
cation, is of course obvious. The danger inherent in the possibility that 
too great inelasticity would ensue is almost equally apparent. But the 
task is not overwhelming from an administrative point of view, and a 
leveling up of substandard wages is not synonymous with the creating of 
undesirable price inflexibility. Where a Board carefully investigates 
each situation, where it conceives its function to be not a general recon- 
struction of the wage structure but rather a bringing up to the standard 
maintained by the better-paying establishments of the wages of the more 
submerged employees, and where it provides for readjurtment with 
reasonable promptness of wage minima that have been set, its operation 
will be no more incompatible with the working of the price system than 
numerous other types of price regulation. And there is crying need for 
some governmental body to perform the function of eliminating sub- 
standard wages in the nation’s more depressed wage areas and in dis- 
tinctly undercutting plants. , 


fair wage standards in the occupation to be subject to the order estabBsLing a minimum 
fair wage. 

» ^cZs W S^lTthat “whenever the Board shall have feason to believe that, 
owing to the iLdequacy or ineffeeUveness of facilities for 
lower than a minimum fair wage are paid to employees m any ““"P". " 

employees are engaged in r„1ntSe commeL, the Board shall 

rende^ therefor." adnunistrative aspects of federal wage and 

»For an excellent discussion ^ 1958 Monthly Bulletin of the Inter- 

hour legislation such as was proposed in I0S7 a 
national Juridical Association, vol. 6, no. 5 (Novem er, 



Chapter VII 

W05IEN IN INDUSTRY 


Of the 48,829,020 gninfiilly employed persons in the United Stntes 
in 1930, 10,732,110, or more than one-fifth, were women. In nmny 
respects, these workers constitute a sep.iratc economic group. Their 
needs, as n whole, differ from those of adult males, nnd the same criteria 
of “adequate” earnings are therefore inapplicable; frequently they are 
weal: bargainers as compared with men; their own attitudes and those 
of the community toward their participation in industrial life have given 
to the problem of their employment distinctive characteristics; the supply 
curve for their labor has an elasticity that both keeps down their earnings 
nnd accentuates the conditions normally arising out of a labor reserve 
of male workers; inferior physical strength of women and the special 
costs incident to their cmplojTucnt influence the wages they receive; a 
narrower range of remunerative occupations is open to them than to 
men; significant differences in age, nationality, and racial factors arc to 
be found between the male nnd female working populations; much more 
legislative protection has been extended to women than to men. For 
these and other reasons the problem of the earnings and employment 
conditions of women must be given separate consider.ation. 

Trends; Numbers: Occupational Distribution.— The incrcn.sing 
importance of women as a part of the labor supply during the last 
half century has been due to the increase in the amount of work to be 
done— an amount that could not have been provided for, ns is indicated 
later,’ by the available reserve of males not g.ainfully occupied. Not- 
withstanding the advances in the utilization of labor-saving machinery 
and the application of mechanical effort to industrial proces.ses, the tot.al 
amount of human effort required in proportion to the population of work- 
ing age has increased, and this need has been met chiefly by the employ- 
ment of women. For the most part, tins increase in the amount of work 
to be done, nnd therefore in the proportion of the population which is 
gainfully occupied, has been a consequence of the rapid mnltiplication 
and development of the sen-ice occnp.alions and distributive activities, in 
which a much larger percentage of all remuneralively employed persons 
is to be found than fifty years ago, and it is in thc.se lines of activity that 
women have become an inerc.-isingly important part of the labor supply. 

’ Infra, pp. .SS0-39I. 
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Yet the early impetus to the employment of women must be attributed 
to changed methods of production rattier than to the development of the 
service occupations and distributive activities, as contrasted to the pro- 
duction of raw materials and fabricated goods. Machine industry and 
simplification of operation during the early days of the Industrial Revolu- 
tion transferred to the factory work previously done by women in the 
home, placed less premium upon physical strength and brawn, and there- 
fore made women increasingly valuable in industry. Division of labor 
was no longer based to such a great extent upon sex differences, and 
machine industry therefore not only transferred to the factory work 
previously done in the home, but it also brought a true enlargement in 
the sphere of woman’s activities, owing to the greater productivity of 
machinery and the fact that many of her previous occupations had been 
those in which human wants are least capable of expansion — ^the satisfac- 
tion of the common needs of physical existence. Women consequently 
entered industry in large numbers during the early years of the Industrial 
Revolution in England and, for a time, during the first enthusiasm for 
the laissez-faire policy, virtually no steps were taken by the state to 
alleviate the social evils consequent upon this change. 

In the United States, on the other hand, the entrance of women into 
industry presented no great problem until a somewhat later period. 
More than a hundred occupations were open to women, it is true, during 
the early years of our economic development,* and in the first half of the 
nineteenth century women entered factories in increasing numbers. But 
for the most part the female operatives in the early cotton mills were 
Americans, often the daughters of farmers, tradesmen, teachers, and 
preachers, who lived in the neighborhood of the factories, and they hardly 
constituted a permanent factory class. The depression of labor con- 
ditions immediately before the Civil War and the large influx of immi- 
grant male workers were factors retarding the entrance of women into 
industry, and it was not until the CivH War, when large numbers of 
women were thrown upon their own resources, that the tendency for 
women to invade occupations formerly the sole province of men became 

pronounced. , . 

Since that turning point in American soraal and economic histoiy, 
however, and especially since the 1880’s, the number of women gamfuUy 
employed has increased much more rapidly than total female population, 
total population of the country, or the proportion of the male population 
gainfully occupied. The summary in Table 64 presents the essential 
facts. It will be noted that during the half century prior to 1930 the 
number of women gainfully occupied increased by 306 per cent, or more 
than quadrupled, while the increase in the number of men in gainful occu- 

1 Edith Abbott, Women in Industry, p. 06. 
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Taih-e 01. — Ncuncn or Malei and Fcm.alSS Gaistcllt EsirioTr-D ASn Pek Cest ot 
PoruLATios, nr Aon Gnocp akd Sex, 1830-11)30' 


Yf»r 

ropuUtioo 10 yrara of tod om 

ropolatioa 10 ytars of age »t»l orcf gainfully oetupsV! 

Total 

Malt 

Female 

Mole 

Female 

TiumW 

Per cent 

Kumber 

Per cent 

ISSO 

1800 

1000 

1010 

1020 

\0S0 

80,701,007 

47,4]3.S.'>9 

07,010,824 

71,080,270 

82,730,310 

06,723,047 

18,730,030 

24,352,009 

20,703,440 

37,027,058 

42,280,000 

46,040,706 

18,020,027 

23,000.000 

28,240,384 

34,052,712 

40,440,340 

46,776,240 

III 

78.7 
70.3 
80.0 

51. 8 

78.2 

76.2 

2,047,167 

4,005,532 

5,390,807 

8,075,772 

8,010,011 

40,702,4161 

14.7 

17.4 

18.8 

23.4 
21.1 
22.0 


I From 0 / tkt Fifltenth Ctntut 0 / tht Unitti StaUt, p, SD5. 


potions was only 158 per cent, and in total population 145 per cent. 
Phrased in slightly different terms; Fifty years ago only about one woman 
out of everj’ se^’en (14.7 per cent) was working for economic remuneration, 
but in 1030 more than one in every five (22.0 per cent) was gainfully 
occupied. On the other hand, there was no increase, but over the period 
as a whole a slight decrease, in the number of males employed relative to 
total male population, the percentage of those ten years and over who 
were gainfully occupied being 78.7 in 1880 and 7C.2 in 1030.* 

The extent to which the increase in the gainfully occupied proportion 
of the population of working age has been due to the employment of 
women is also indicated by the number ot g.ainful workers ot each sex per 
million population ten years old and over in both 1880 and 1930. Such 
data arc set forth in Table 65. The significant fact to which these 

‘ In view of tiic rnpitl decrease in (he reintivc Dumber of girls belwcea ten and fifteen 
yc.tn of ngc employed during this period, the data on the increase in tlic number of women 
fifteen years of age and over gainfully occupied arc somcwlisl more indicative of the 
increase in the employment of women. These data arc set forth in tlic following tabic 
(compiled from Bullriin 7S of the IVomcn’s Bureau, U. S. Department of lAibor, and from 
“Occupation Staltstics," Census Monofraph /-T, 103i, p. 70). Owing to the fact that the 
Census of 1830 did not make .separate classification of girls between ten and fifteen years of 
age, the percentages connot be extended back to the first year mentioned in the above 
paragraph. 


I'w 

No. of goiBruIly 

1 3 yean old and over 

Perrentage 
of all in age 

(TtOUp 

1890 

9,7It.l4( 

IS D 

1900 

4,997,413 

10.Q 

1910 

7,««3.fi«8 

•ii 4 

]9i0 

MI9.790 

43.7 

19S0 

IO.«3f,9l7 

<1.8 
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Table 05. — Sbs Distiudution op Personb Gainfully Occotibd per Million 
Population 10 Yeabs op Aqb and Oveb, 1880 and 1930* 


Year 

Males 

1 

Females 

1 

Total 

iflftn 

401,096 

386,703 

-16,893 

WM 

■ 473,106 
494,615 
+21,510 


Increase (-f) or decrease (— ), 1880 to 1930. . . 


* Taken with permisaion from "Women Workerj and Xebor Supply/' Natioool Industrial Conference Board 
Bullttin S20 (1930), p. 9. 


data point is evident: the number of women in gainful occupations per 
million of population increased during these fifty years to an extent 
sufficient to offset the relative decline in the number of males and to 
create a surplus (as compared with the 1880 number of gainfully employed 
per million population) of 21,510. This surplus represents the entire 
gain in total labor force in proportion to the population of working age. 

A summary of changes in the proportion of the gainfully employed 
who are women, as well as in the percentage of the female population 
gainfully occupied, is of significance. In 1880 men constituted 84.8 per 
cent, and women only 15.3 per cent, of all persons gainfully occupied, 
while in 1930 the percentages were 78.0 and 22.0, respectively. Table 
66 shows changes in the sex distribution of the gainfully occupied by 
census years since 1880. It will be noted that with the exception of one 


Table 06,— Changes in Sex Dibtbidiition op Gainfully Empia>yed, 1880-1930* 


Year 

Persons 10 years 
of age and over 
gainfully employed 

'Women 

Men 

No. of 

employed 

Percentage of 
oU gainfully 
employed 

No. of 
employed 

Percentage of 
all gainfully 
employed 

1880 

1890 

1900 

1910 

1920 

1930 

17,892,099 

23,318,183 

29,073,233 

38,167,830 

41,614,248 

48,829,020 

2,647,167 

4,005,532 

6,319,397 

8,076,772 

8,649,611 

10,762,116 

16.2 

17.2 

18.3 

21.2 

20,6 

22.0 

14,744,942 

19,312,661 

23,763,830 

30,091,664 

33,004,737 

38,077,804 

84.8 

82.8 

81.7 

78.8 

79.6 

78,0 


* F«m Woman'. Buoauu, U. S. Doporlment of labor, Bufto 75 (1939), p. 3, and Conau. Buroan, Oamipo. 


<toR Staliriiea, 1032, p. 8. 

the perentogs of womo. i. the total gaWoHy oocopi j 
popolatioo mcreased steadily,' and that the porMtag. of me. dedmad 
proportionately. 


> In part, the decline in the percentage between 1910 and 1920 was 6" 
real. iHras probably due to three causes: (1) The change in 

in 1910, to JaLry I in 1920-from « veiy busy farming season to a tune of the year when 
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LABOR’S TROGRESS AND TRORLEMS 


The incrcnsing relative importance of women ns gainful workers may 
be viewed from a diUcrenl angle: that of the number of females who 
would have been gainfully occupied in 1030 had the sex distribution 
of the gainfully employed existing in 18S0 continued in the same pro- 
portions during the following half century. Table 07 shows the number 
who would have been employed, under this assumption, in each of the 
census years after 1880, and the excess of actual employment of women 
over that this hypothetical employment figure. Ilad the 1880 proper- 

Table G7. — Females Gai.vfcllt Occctied, 1880-1930, AnrAL Nembeh and NciniEn 
Assl'mino No Change in Sluseqcent Censes Yeabs fhom the Sen Uisthidltion 
or Gainful WonKEns is 1880 (is Thousands)’ 



1B80 

]80D 

1000 

ISIO 

1020 

1DS0 

Total gatnfullv occupied (botli sexes) 

17,302 

23,818 


38,107 

41,014 

48,830 

Fcinalcs gninfiilly oceupied: 








2,017 

15.2 




m'nwa 

10,752 

22.0 

Per cent of total 

Number of females on basis of 1830 percent- 







age of total 

2,617 

3,519 

4,425 

5,800 

C.33t 

7,432 


> From NAtionnl Induilrial Coofwnce Board, op. eiU p. 11- 


tion obtained throughout these years, only about 7,432,000 women 
would have been employed in 1930, or approximately three and one-third 
million less than the number who actually were employed. The obvious 
implication — one to which we shall revert when we turn to the question 
of whether the increasing employment of women has resulted in dis- 
placement of men workers — is that if the proportion of women had 
remained at the 1880 level, a considerably greater increase in the number 
of men in gainful occupations would have been necessary. 

There is cvciy likelihood that the trends portrayed in the preceding 
pages will continue. Mechaniz.ation of industry, postponement of 
marriage, a greater tendency for women to continue gainful employment 
after marriage, changed social attitudes toward the work of women, 
reduced immigration, and the general improvement in the contractual, 
civil, and political status of women will operate, more or less inevitably, 
to bring more of them into industry. It is worth recalling that in the 
older countries a higher percentage of the female population is employed 
than in the United States.* 

farming nctivitirs arc at llieir lowul ebb. This elumgc in rfalc jirob.ibly Triulted in a 
mluction in Ibc number of women returned in apricullure, forcslr}', and animal luisbandry, 
nltliougb llic return.'! for men npp.irentl.v were nlfecteii to a less eitent by the .same circum- 
stanec. (2) An overstatement in 1910 of (be number engaged in ngrieuUiirc. The Census 
Ilureau c.stimatcs tliis overstatement at almost half n million. (3) A great decrease in 
employment of girl.s of ten to rdleen years of age betsveen 1910 and 1920. 

‘ In England and Wales, 3,003,010 females were gainful}’ employed in 1681 out of a 
total femnie population of 13,33 >,S3T; while that same year T,7S3,G 1C males out of 12,039,- 
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Equal in importance to the question of the ejrtent to which women 
have become a larger part of the nation’s working force is the question 
of the occupations in which their representation has been most rapidly 
increasing. Has the competitive underbidding of which male workers 
complain been a pervasive practice? Have women tended to enter new 
occupations in increasing numbers, or have they merely enlarged their' 
field of work by entering in greater numbers occupations in which they 
formerly had scant representation? 

That women workers have invaded almost every line of economic 
activity there can be no question. The Federal Census of 1930 showed 
that women were employed in all but thirty of the 534 listed occupational 
classifications. That same year approximately one-eleventh of all 
persons gainfully employed in agriculture, forestry, and animal husbandry 
(909,939 out of 10,471,998) were women; in manufacturing and mechan- 
ical industries women numbered 1,886,307 out of 14,110,652 persons 
gainfully employed; 962,680 of the 6,081,467 engaged in trade were 
women; nearly one-halt (1,526,234 out of 3,255,884) of those in profes- 
sional service were women; in domestic and personal service, long recog- 
nized as “woman’s sphere,” 3,180,251 of the 4,952,451 persons thus 
engaged were women; while in clerical work women were outnumbered 
by men by only 51,004, the total number of women being 1,986,830, 
against 2,038,494 men. In the extraction of minerals, where employ- 
ment of women in most kinds of manual work is prohibited by law, on the 
other hand, only 759 women were employed in a total number of 984,323, 
while in transportation and communication, 281,204 women were 
employed in a total of 3,843,147. Table 68 shows the important trends 
since 1910, and changes in the relative importance, so far as the employ- 
ment of women is concerned, of the different lines of activity. 

Between 1910 and 1930, it will be noted, there was an absolute decline 
in the number of women engaged in agriculture and mineral production, 


332 were gainfully employed. In 1821, on the other hand, 6,06S,SS2 females twel^’years 

of age and over were working for remuneration out of a total female population in the same 

age group of 15,009,805; and 12.112,718 of the 13,901,108 males tj^ve years of age and 

over were occupied. The English and Wales figures for 1881 and 1921 are not stocUy 

comparable, owing to a change in the Census method of classification, but they indirate 

clearly the extent to which women have entered industry. In the 1881 Crasus 

was made to list all males and females gainfully employed. In 1891, 1901, and 1911 the 

Census enumerated persons ten years of age and over who were gairfully 

in 1921 the lower limit was changed to twelve years. This same ^ 

adhered to in the 1931 Census. These data, also, do not give an i^ieabon ^ 

number of British women who entered industry dunng the War. 

of women ten years of age or over gainfully oecupied was 

7.811,000; whae in 1921, as a result of the exodus of women from ind^ “ 

demobilized from the army, only 6,065.332 women were gainfuBy J 

in 1920. 54.0 per cent of the women fifteen years of age or over were gainfully employed. 

in the Netherlands 82.7 per cent, and in France 60 per cent. 



3Se LABOR'S PROGRESS AND PRORLEAIS 


TAUi.r. CS. — OcciTATTON'Ai. PiPTniiiiTioN' or Gaintullt Occrrir.n 'WoMr.\' 



toto 

t02n 

1030 

Gfnrriil (IttHson of nccupfttinnt 

Numttfr 

Prrtrnt- 
ajtt 4 I 14 * 
triliUtion 

Xumtwr 

rrrfrnl- 
ace dl«* 
Inliuticm 

Nutnlxr 

IVrrrnl* 

Bpr ilii* 
Irilitition 

ARricuIliirc . 

l,aOG,G2l 

S2.1 

1,083,UO 

12.7 

000,030 

8.3 

Torwlry nnd fishing 

557 


C73 


320 


Kxlraclion of mincnils .. . 



2,8Gl 


750 


Mnnurnctunn;; nnrl nicclinni- 
Cfil industries 

1,820,817 

22.5 

1.930.352 

22. C 

1.8SG,307 

17.5 

Tmnspnrlnlion ntid communt- 
cnlion 

11S,3J7 

1.4 

224.270 

2.G 

281,201 

2.0 

Trade 

472,703 

3.0 

071.083 

7.0 

0G2,GS0 

0.0 

Public service 


0.1 


0.1 

17,583 

0.2 

IVofcssionnl service 

731.732 

0.1 


11. n 

1,52G,231 

14.2 

Domestic nnd personal service. 

2.330,403 

81 3 

e.l8G,GS2 

23. G 


20.C 

Clerical occupations 

5SS,C00 

7.3 

1,421,023 

IG.G 

1,080,830 

18.5 

Total 



8,540,311 

100.0 

10,732,116 

100.0 


irifCrrntli C«iiui of the l/nitnt StAtei, \ul S, Popidatim, p. 50. 


and over the twonly years as a whole no appreciable increase in the 
employment of women by manufacturing enterprises occurred. Indeed, 
a smaller percentage of gainfully employed women were engaged in 
manufacturing in 1930 Ilian were twenty years before, and in both of the 
two later census years women constituted a smaller proportion of the 
total number engaged in manufacturing. It will be noted, also, that an 
absolute decline in the number of women engaged in manufacturing 
occurred between 1920 and 1930. On the other hand, the number of 
women engaged in professional sendee, domestic and personal service, 
and clerical occupations increased .appreciably during the two decades 
prior to 1930, and in the majority of these cases women constituted a 
higher percentage of both the total number of gainfully employed women 
and the number of persons, men and women, in each of thc.se general 
divisions of occupations in 1930 than in 1910. Tiic generalization 
indicated by these data is that women have increased their representa- 
tion in industry during the hast two decades not so much by entering 
occupations formerly occupied almost exclusively by men — although 
this has, of course, taken place to an extent — as by hohling or increasing 
their percentage representation in occupations in which they formerly 
predominated. The greater numerical importance of women in industry 
reflects the increasing imiiortancc of thc.se occupations — an importance 
consciiucnt upon the development of new types of service and expansion 
of some of the older types. 

Changes in the occupational distribution of women workers, and the 
social signiGcancc of these changes, can be seen more clearly, however, if 
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Tabm 69. — Numbeb or Females 10 Ybabs of Aoe and Over Gainfully Occupied, 

1890 AND 1680^ 


OceupatioD 


1080 


1800 


1080 


Increase from 1800 
to 1930 


Numlier 


Percentage 
of total 
increoae 


Tiadc, transportation, 
communication 
and service: 
Clerks and copyists 


Stenographers and 
typists 

Servants and wait- 
resses 


Teachers and pro- 
fessors in college, 
etc. 


Saleswomen 
Bookkeepers and ac- 
accountants 
Nurses and midwives 


Launderers ondlnun- 
dresses 


Telegraph and tele- 
phone operators 

Housekeepers and 
stewardesses 
Barbers and hair- 


Boarding and lodg- 
ing-house keepers 


Clerks (except clerks 
in stores) 

Clerks, stores 
Stenographers and 
typists 
Cooks 
Waitresses 

Charwomen and 
cleaners 
Other servants 
Attendants, pool- 
rooms, bowling al- 
leys. etc. 

Tcaelicrs 

College presidents and 
professors 

Demonstrators (in 
trade) 

Saleswomen 
Bookkeepers, cashiers, 
and accountants 
Trained nurses 
Midwives and nurses 
(not trained) 
Laundresses, not in 
laundry 

Laundry owners, man- 
agers, and officials 
Laundry operatives 
Telegraph operators 
Telephone operators 
Kadio operators 
Housekeepers and 
stewardesses 
Barbers, hairdressers, 
and manicurists 
Boarding- and lodg- 
ing-house keepers 


^ 64,219 
21,270 
1,216,636 


869,700| 

776,140| 

1,908,042 


805,481] 

763,870| 

691,403 


240,066] 

58,451 

27,722 

41,396 

216,631 

8,474 

86,089 

2,826] 

32,693 


886,149 

642,646 

482,711 

431,879 

619,006 

261,427 

236,363 

113,194 

127,278 


640,083 

484,195 

464,939 

390,483 

302,876 

242,963 

160,272 

110,369 

94,686 


11.9 

11.2 

10.2 


9.5 

7.2 

6.7 

6.8 

4.6 

3.6 

2.2 

1.6 

1.4 


Conference Bnerd, op. p. 17. The date could not be " 

owing to the foot that 1800 woe the eorlieet cenen. year for winch coraparable data for a 
viduM occupation, ware availahlc. The fir.t coluwa of the tahie g.ve, tl» 

table. 
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Taiili; (!9.— XrMnnii or I'r.MAua 10 YrMif or Acn and Ovrn GAisrn.i.T Occrmtn, 
1800 AND IDilO.— (fonfinrifj/) 


Omipntion 



lacrcaop from IS'JO 
to 1030 

mo 

toso 



NnmticT 

IVrrTnt’iS" 
of iDtal 

tncrrA«e 

Mcrchniits And doaU 

Uclntl dealers 

!7.t!U 

110,100 

82,552 

1.2 

crs, except wholesale 






Lilcmry Aiul scicnti> 
fie pcr5ons 

Authors 

Chemists, nssnyers, 
nnd metAKiirgists 
Lihrariatis 

Idbrnrians* assistants 
nnd attendants 

Other 

2.701 

53,572 

50,808 

0.8 

Gergymen 

ricrgj’men 

Religious workers 
Social nnd welfare 
workers 

1,143 

17,810 

40,070 

0.7 

^Iu<iicinn4 and tcnch- 
ers of music 

Musicians and teach- 
ers of music 

34,510 

70,011 

45,002 

0.7 

nestniirnnl keepers 

Ile.slAurant, cafe and 
lunch-room keepers 

2,410 

40,003 

37,502 

O.G 

Janitors and sextons 

Janitors nnd sextons 


35,820 

33,012 


rhysicitiiis mid sur> 
gcons 

Physicians and sur- 
geons 

Oidcopnths 

Healers, notdfK^wherc 
classified 
CluropRictors 

4,057 

20,87.'! 

10,318 

0.2 

Actresses 

Actresses 

.3,040 

0,270 

10,200 

15,311 

0.2 

Hotel keepers 

Hotel keepers and 

17,310 

12,031 

0.2 

JoiirnnlistsS 

Kditors and reporters 

833 

11,021 

11,030 


Artists nml lenclicrs 
of Art 

xVrli.sls, sculptors, nnd 
teachers of art 

10,810 

21,011 

10,820 

0.2 

Mcs^MMipcrs und cr- 
nuul Aud odice 
girls 

Messengers, errand 
nn<l oniec girls 
Tclegrapli inesvcngcrs 

2,000 

0,128 

0,210 

0.1 

riiotograpIuTS 

IMiolographcrs 

2,201 

8.300 

0,105 

O.I 

rorewotncii and 
overseers in Iratlc 
nndlrnu.sportntioD 

i'loorwnlkcrs, fon;- 
womcn and ox'cr- 
seers in trade 
Forewomen nnd over- 
seers (railroad Imns- 
portntion) 

075 

4,850 

3,875 

0.1 

CommcrcinI travel- 

Coiiimercial Irax'clcrs 

on 

3,012 

3,331 

a 

ers 






Otlier 

Other 

S 1,000 

320.022 

212.832 

3.0 

Mnnufiictiiring nnd me- 
cliiuitcal industries 

Manufacturing nnd 
inechani^l indus- 
tries 

1,021,075 

1,880,307 

801,332 

12.8 

Mxtraetion of tniiicRils 

Fxtrnction of nnnernls 
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• 

l’'ore.stry and rihlung 

i'orevlrv and fishing 
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0 

« 
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Agriculture 


1 j 


2.1 

Total , . 

Total 

4,005,532 
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0,740,531 
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a somewhat longer period of time is included in the survey and if 
the branches of economic activity included in Table 68 are sub- 
divided. In Table 69 the absolute numbers employed in the “basic- 
production industries of manufacturing, mineral extraction, forestry 
and fishing, and agriculture, and in twenty-seven subdivisions of the 
general field of “trade, transportation, communication, and service” 
in 1890 and 1930 are set forth, together with the absolute increase in 
employment in each of these thirty-one classifications and the percentage 
which the increase in each case constituted of the total increase in the 
employment of women during these four decades. 

The most significant fact is very apparent: that by far the greater 
part of the increase in the number of women gainfully occupied has taken 
place in the distribution and service occupations. This part, it will be 
noted, accounts for approximately 85 per cent of the total increase 
during the forty-year period, while only 15 per cent of the increase 
occurred in the so-called “production industries.” Phrased in terms of 
absolute numbers instead of percentages, the number of women employed 
in the production of raw and fabricated commodities increased by only 
about a million (1,001,762) during these four decades, while the number 
employed in the distribution and service occupations increased by 
approximately five and three-quarter millions (5,744,822). Or, in 1890 
the “production industries” accounted for 45 per cent of the total number 
of females in gainful occupations, and in 1930 for only 26 per cent. 
Female workers in manufacturing and mechanical industries alone 
accounted for about one-fifth (19.7 per cent) of the total there employed 
in 1890, and for only slightly more than one-eighth (13.4 per cent) in 
1930. The increase in the number of females employed in manufacturing 
for the whole period was only 84 per cent, while the gain in the number 
of males employed was 193 per cent and that for both sexes 171 per cent. 
The employment of women in manufacturing has kept pace with neither 
the growth of the total working force of the industry nor with the growth 
of population. It will be noted that four clerical occupations — clerks 
and copyists, stenographers and typists, bookkeepers and accountants, 
and telegraph and telephone operators — ^represent sli^tly more than 
one-third of the total increase, and that the gain in the first two of these 
was more than 56 per cent greater than the total gain in the production 
industries. The increase from 1890 to 1930 in a single clerical occupa- 
tion, clerks and typists (805,481), was equal to approrimately 94 per cent 
of the total gain in the number of women engaged in manufacturing 
occupations (861,332). 

It is not difficult to account for the decline in the relative importance 
of the basic production industries as sources of livelihood for women 
workers, and for the increasing importance of the distribution and service 
occupations. The growth in total employment of women took place 
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concurrcnlly with a marked shift in the distribution of the working popu- 
lation. The proportion of workers in oeeupations connected with the 
production of raw materials and fabricated goods declined from 75 pet 
cent of all gainfully employed persons in 1880 to 53 per cent in 1030, and 
the proportion of workers in sciadec occupations and distributive activi- 
tics increased from 25 to 47 per cent. This shift in the distribution of 
total working population reflected the broadening and diversification of 
economic activity, and the development of new types of service and 
expansion of older types that accompanied a rising standard of living. 
The multiplication of activities necessitated cmpIojTncnt of a larger 
percentage of the population of working age,* and this necessity was met 
largely by the advent of women into industry. As is pointed out later, - 
there arc not enough unoccupied males of working age in the United 
States to do the work performed by women in the distribution and service 
activities, and it has been the development of these activities that has 
accounted for both the increased proportion of the female population 
that is gainfully employed and the increasing relative importance of 
these occupations. Moreover, technological changes and the increa.se 
in the capital factor relative to labor have increased the productivity of 
each worker in the basic production industries (especially in manufactur- 
ing) and therefore have released women for work in the newer or more 
rapidly expanding service and distribution occupations, and thus, indeed, 
made possible the development of these occupations. 

The fact that about 85 per cent of the increase in cmplcjmcnt of 
women since 1890 has taken place in the distribution and service occupa- 
tions should not, however, induce forgetfulness of the fact that a large 
number are still employed in the basic production industries. Two of 
these, the extraction of minerals and forestry and fishing, are of negligible 
importance, their total number of female employees being only 812 in 
1890, and 1,080 in 1930. In agriculture the number of women workers 
increased by 140,154, or about 1C per cent, between 1890 and 1930, this 
increase accounting for only 2.1 per cent of the total incre.asc in number of 
women gainfully occupied. There has been little change in the pro- 
portion female workers bear to the gainfully occupied agricultural group, 
women representing 8.5 per cent in 1890 and 8.7 per cent in 1930. In 
proportion to general population the total for both sc.xcs in agriculture 

' It will be recalled that in 18S0, 473,000 persons were painfully employed per one million 
members of the population ten years of npe and over, and that in 1030 the numlnre had 
increased to 405,000 per million persons in the same ape proup. As luas already l>een indi- 
cated {supra, p. S70), this incrr.a<c in the number employed in relation to population was 
entirely n consequence of the increased employment of women, the number of painfidly 
occupied males per million of population ten years of ope and over declining by 15,303 during 
these Gfty years. 

• Infra, pp. 330-301. 
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has declined by about two-fifths.' More than a million and three- 
quarters women were employed by American manufacturing enter- 
prises in 1930, however, and it is within this group that some of the most 
acute problems consequent upon the employment of women arise. In 
several of the subdivisions of manufacturing, moreover, women pre- 
dominate. The Census of Occupations figures show that more than 
one-half of the workers in the textile, bookbinding, and glove-making 
trades, more than one-third in the clothmg industry, and approximately 
one-third in the canning industry are women. The generality of the 
employment of women, in spite of the already discussed declining impor- 
tance of the basic production industries, is indicated by the data, in 


Table 70. — Occupations in Which 50,000 or More Femaies Were Gainfollt 
Employed, 1910, 1020, lOSO' 


Occupation (1030 classiGcation] 


Farmers (owners and tenants) 

Farm laborers-wage workers 

Farm laborcrs-unpaid family workers ■■■■ 

Dressmakers and seamstresses (not in factory). . . . 

Clothing industries 

Cigar and tobacco factories 

Food and allied industries 

Iron and steel, machinery, and vehicle industries. 

Shoe factories ; . • 

Paper, printing, and allied industries 

Cotton mills 

Knitting mills 

Silk 

Woolen and worsted 

Other textile mills • • • ; 

Miscellaneous manufacturing industries 

Telephone operators 

“Clerks” in stores 

Retail dealers 

Saleswomen 

Musicians and teachers of music 

Teachers (school) , ’ 

Trained nurses 

Nurses (not trained) _ ■ ■ . 

Barbers, hairdressers, manicurists 

Boarding- and lodging-house keepers 

Housekeepers (and stewards) 

Laundt^ses (not in laundry) 

Laundry operatives 

Cooks 

Domestic, hotel, and other servants 

Waitresses 

Bookkeepers, cashiers, accountants 

Clerks (except “clerks” in stores) 

Stenographers and typists 


1910 

10£0 

IDSO 

273,142 

266,677 

262,646 

349,122 

226,687 

171,328 

1,176,685 

676,642 

476,008 

447,760 

236,619 

167,928 

237,270 

266,643 

346,751 

71,845 

83,960 

67,948 

38,439 

78,097 

88,686 

28,667 

57,819 

60,763 

69,266 

73,412 

81,661 

59,674 

67,845 

63,490 

140,666 

149,185 

146,683 

66,388 

80,682 

89,808 

60,360 

72,768 

73,690 

62,066 

61,716 

49,060 

72,324 

68,431 

68,348 

109,132 

192,264 

182,364 

88,262 

178,879 

235,259 

111,694 

170,397 

163,147 

67,103 

78,980 

110,166 

262,386 

365,833 

660,720 

84,478 

72,678 

79,611 

476,864 

686,207 

858,967 

76,608 

148,664 

288,737 

110,012 

182,658 

139,676 

2W98 

38,246 

113,194 

142,400 

114,740 

127,278 

173,833 

204,350 

286,363 

620,004 

885,874 

866,468 

76,866 

80,747 

160,476 

333,436 

268,618 

371,095 

976,113 

743,516 

1,263,864 

86,798 

116,921 

231,973 

187,166 

369,124 

482,711 

122,665 

472,163 

706,653 

263,315 

664,744 

776,140 

S. PopuUitwn, pp* 


against 8,629 in 1930— a decrease of approximately P 
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Table 70 on occupations in winch 60,000 or more women were employed 
in 1910, 1920, or 1930, 

Have Women Displaced Men?— In pari, the answer to this queslion 
has been implied. IVomcn have increased their representation in 
industry largely because of the enlargement of the amount of work to 
be done consequent upon the rapid expansion of the service and distribu- 
tion occupations. They have pre-empted a goodly share of these occu- 
pations, and males have become .a relatively more important part of the 
labor supply of the basie production industries. These facts, examined 
no further, do not create a presumption that any extensive substitu- 
tion of female for male workers has taken place, or that women have 
encroached upon male occupations. At the same time, it will be recalled 
that a smaller percentage of adult males are employed today than were 
employed fifty years ago. Docs the evidence indicate that the increased 
employment of women has been responsible for the decline in the number 
of males employed? How many men arc available to do the work now 
being done by women? 

Popular impression is, of course, that women Imvc displaced men 
upon an almost spectacular scale, and male workers — both organized 
and unorganized — have frequently given overt manifestations that they 
regard women as unfair competitors, whose presence in industry consti- 
tutes a menace to both their wage scales and their security of tenure.* 
That thousands of individual eases of displacement have taken place is 
beyond queslion. In all probability, however, even the short-nin effects 
of displacement of men by women have been ovcrcslimalcd. Prcqucntly 
technological changes have made possible the employment of female 
machine lenders where male artisans were formerly required, and the 
superficial generalization emerging has been that “women have displaced 
men.” The ultimate cause in such eases, however, has been technological 
change. Studies of the increasing importance of women in specific 
industries or occupations are, therefore, of questionable value as a basis 
for generalization as to the extent of displacement, and evidence of real 
displacement can best be found in the increased number of women 
employees combined with any increases in the proportion of unemployed 
men. In the depression stage of the business cycle this situation fre- 
quently appears, but the evidence that over long periods of lime the 
increasing employment of women has been accompanied by increasing 
unemployment of men is far from convincing. 

The queslion of whether the aggregate effect of the entrance of women 
into gainful employment has been to prevent men from having employ- 
ment can best be approached by asking how many men arc available to 

‘ Tor example, tlie ciTorts of organized labor lo rccurc Irgidation intcndetl to pcnzliie 
employers ot women by the requirement of expensive nnd (oceasionally) incfiicienl employ- 
ment condiUoni for female ivorkers. 
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do the work now being performed by women. If the number is small 
relative to the number of female workers, it cannot reasonably be con- 
tended that women are to any great extent taking work that otherwise 
would be done by men, or that as a long-run matter the problem of 
displacement of males has been an extensive one. 

Data already cited,* it will be recalled, showed that if the' sex distribu- 
tion of gainful workers obtaining in 1880 had continued in the same pro- 
portions in the subsequent fifty years, the number of women in gainful 
occupations in 1930 would have been about 7,432,000, or approximately 
three and one-third millions less than the 10,752,000 actually enumerated 
that year. Had there been three and one-third million men available 
to do the work then done by women, the contention might reasonably be 
made that this figure measured the displacement of men. The sig- 
mficant fact, however, is that there apparently was no great reserve of 
males of working age who could have done the work of the three and 
one-third million women who represented the increase in the proportion 
of their sex in the total gainfully employed population. The maximum 
of this reserve presumably is indicated by the difference between the 
number of males old enough to work and the number enumerated as 
engaged in gainful occupations, as set forth in the summary in Table 71. 


Table 71.— Males 10 Years op Aob ahd Over Gaimpullt Ocodhbd, and Not 
Gainpvllt Ocoopied, 1880-1930* 


Census 

year 

1 Males 10 years 
of asfi and over 

Moles gainfully 
occupied 

1880 

18,736,980 

14,744,942 

1890 

24,362,660 

19,312,661 

1900 

29,703,440 

23,763,886 

1910 

37,027,668 

80,091,664 

1920 

42,289,069 

83.004,737 

1930 

49,049.798 

38,077,804 


Males sot gais- 
luUy occupied 


8,091,088 

8,040,008 

6,049,604 

6,036,994 

0,226,832 

11,871,994 


Fetcestage of males 
sot gainfuny occupied 


21.8 

20.7 
20.0 

18.7 

21.8 
23.8 


• From Natiosal Industrial Conference Board, op. oL, p. i*. anenuoo suomu 
the dgurcs ore those of males "engaged in gainful occupations," rrh.eh .. 

It is. of course, conceivable that the pmsenee <>'“ 

had the 1880 SCI ratio continued causes a considerable amount of chrome uncmploym^t^fe^ 
cuga^ in gainful excess of m Jes of working’ age over 

done by women* 

In 1930, then, some 11,871,994 males, or about one-fourth (33.8 per 
cent) of the total number ten years of age and over, were not gainfu y 
occupied. Both the absolute number and the proportion of uno<«up*ed 
males were larger that year, it wUl be noted, than m any of the five 
preceding census years. But only a minority o t ese unoccu i 
could reasonably be regarded as potential accreUons to the nation 


* Swpra, p. 380. 
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ing force. Of llic 11,871,00 f, nearly eight and a half million (8,-101,008) 
were boys or men loss than twenty-four years of age and in .school. Also, 
•101,004 were boj’s ten to seventeen years of age not in .school, and 1,01.S,- 
227 were men sixty years of age or over. All three grou]).s should presum- 
nbly be deducted from the possible reserve of males who might do the 
work performed by women — the first because these boys and young men 
were still completing their education, the second because boys under 
seventeen years of age should be in sehool, and the third because little 
if any augmentation of the Labor supply should be e.\pcctcd from men 
over sixty years of age.* Subtraction of this total of 10,541,870 leaves a 
remainder of 1,330,115 as the maximum number of males who might 
conceivably have replaced women in 1930, In other words, the maxi- 
mum number of potentially available men w.as less than one-eighth of 
the number of gainfully cmplo}'cd women, and fell short by two million 
of the three and one-third million women who were in industty but would 
not have been had the 1880 sex distribution of the gainfully employed 
population continued during the following fifty years. 

Moreover, it is entirely likely that less than half of these 1,330,115 
unoccupied males really constituted potential workers. Some of the 
men above the age of twenty-four were in colleges. In 1930 about 147,- 
000 males were in insane asylums.- To this group should be added the 
feeble-minded, the blind, the crippled, the chronically ill, and those 

‘ Of course, some of the older mnles in sehool mny be there in con.'cquence of the limiln- 
lion upon their employment opportunities c.tuscd by the prc.sencc of women in industty— 
f.r., they hnve continued in school when they would not hnvc done so had their employment 
opportunities not been ciirlniled by the competition of women workers. It is likely that 
the number of such boys and men is small, howes'cr. and that we arc juslificd in deducting 
nil those under tircnty-four who arc in school or college from the possible number who 
might replace women. .\s the following tabic indicates, 7,02,615 of the 8,401,003 in 
school were under seventeen years old. and they certainly should not be considered possible 
nccrctions to the working force. It is certain, also, that only n minority of the 761,393 
males IS to 21 years of age who arc in school should be regarded ns not remuneratively 
occupied because of the presence of women in industry. The complete ilistribulion by 
nge groups of the unoccupied males ten years of age or over in 1930, ns given in the National 
Industrial Conference Hoard's study (op. ei(., p. 13} was ns follows: 

Total malfi 10 yrari old and over 40,019, TDS 

Gaiofully occupied 3S,0T7.S0I 


Kot irsinfully occupied 

10 to 17 years old, in school. I, :i . , , 
10 to 17 years old. ant in school, . . 

IS to ri yc.srs old, in school 

18 to Si years old, not in school. . 

IS to 41 years old 

45 to SO years old 

00 years old and oicr 

Aye unhooini 


7.Cli.(!t3 

401.011 

701,393 

4in.<SI) 

401.117 

OOT.OSS 

I.cis.i47 

«0,:h7 


Total..,. .. . 

« Ibid., p. 14. 


11,871,004 
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incEpacitsited by physical, mental, and moral handicaps, including prison- 
ers 'without occupation. The number included in all these groups 
cannot be accurately determined, but there appears to be no reason for 
not accepting the conclusion of the National Industrial Conference 
Board that “it seems reasonable to estimate the total number of mnlpg 
not gainfully occupied because they are completing their education or 
because they are incapacitated at 600,000.”i Finally, there must be 
added the voluntarily idle — men of wealth not gainfully occupied, men 
under the age of sixty retired from active work, and those able but 
unwilling to work. Comprehensive statistics on the voluntarily idle 
are not available, but the Conference Board’s estimate of 100,000 must 
be regarded as conservative. Deduction of these 700,000 males who 
were not available as workers because they were incapacitated, volun- 
tarily idle, or continuing their education beyond the age of twenty-four 
from the already arrived at figure of 1,330,116 leaves only about 600,000 
males who might possibly have been substituted for gainfully occupied 
women. “This potential supply of male workers is equivalent to 
approximately 1.6 per cent of the males and 5.6 per cent of the females in 
gainful occupations. It will readily be seen that even if the male work- 
ing force could be increased by substituting these 600,000 males for an 
equal number of females, the labor of approximately 95 per cent of the 
female workers enumerated in the last census would still be necessary.’’^ 
The only conclusion which the evidence seems to justify is that 
encroachment of women upon the employment opportunities of men has 
not, as a general and long-run matter, been extensive. In many indi- 
vidual cases, of course, women have underbid men and taken their jobs; 
employers sometimes have favored them because of their weakness as 
bargainers and the lower wages they generally stand ready to accept; 
and a considerable amount of unemployment among the males classified 
by the Census as gainfully occupied has undoubtedly been occasioned at 
times by the presence of women in industry. Had the representation of 
women in remunerative employment not increased as it has, some of the 
unoccupied males of working age would be gainfully occupied. But 
prunarily the increase in the number of women workers has resulted 
from the inability of the male population of workmg age to meet the 
increased demand for labor arising out of the development of new types 
of ser'vices and expansion of some of the older types. 

Factors Affecting the Economic Position of Women.— The fact that 
women have entered industry primarily in response to an increased 
demand for labor should not, however, lead one to the erroneous con- 
clusion that their wages have approximated those of adult mal^ or that 
their bargaining position has been strong. Indeed, practically all 
studies show that women’s wages are between one-third and one-half 
'Ibid. 
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lower Ihiin those of mnlc workers.’ Tlic (lifTercncc.s in remuneration 
as between the sexes arc, of course, a reflection of the charnclcristics of 
women ns an economic group. Some of tfic.se chnraclcristica may 
be mentioned very briefly; others deserve somewhat more detailed 
consideration. 

It is a matter of common knowledge that the average working life 
of women is .shorter than that of mnlc workers, that a largo number of 
them arc young and inexperienced persons, and that the consciousness 
of the impermanence of the individual in industry — despite the perma- 
nence and increasing importance of the group — alTccLs profoundly their 
attitudes and their economic status.* Such workers arc weak bar- 

> In lODS tlie Census Ilurc.su found tlint weekly enrninj;s of women in manufneturine 
nveroBcd fiS.Z per cent of lliosc of moles (0. S. Census nureoti, Spreinf Report on .’fnnii- 
fnelureti, IflOS, pi. IV, p. CS). The Notional Burcnii of Economic nc.sc.nrcli li.ss reported 
tlint in Pcnnsylvjinio in 1020 women's enminps in nil industries nremped IS.O per cent of 
men's. The s-nme research organization found tluil tlic ratio of women's median wage 
rates to tlinsc of men was 02.8 for wage earners, OS.T per cent for 61000.11 workers, and 

47.0 for salespeople (National Ilurcau of Economic Hescnrch, Jneome in the Varjoiis Statu, 
Its Sourrn and Dielribution, pp. 70-80). That liicrc has been no pronounced clinnge in 
tliesc ratios in recent years is indicated by the data of the National Industrial Conference 
Board, This organization found that in the last quarter of 1030 ns-ernge weekly earnings 
of female wage earners in manufacturing were 01.3 per cent of tliosc of males (National 
Industrial Conference Hoard, II'ojm in the United Slates, IDSO, p, 02). 

’Tlic l''iflcenlh (1030) Census showed that 20.5 per cent of the gninfiilly occupied males 
were twenty-four years of nge or under, and that 37.3 per cent of the women workers came 
srilhin the same age clnssinention. On the other hand, 50.7 per cent of the males, and only 

38.1 per cent of the fcnialc.s, were over thirty-five years of nge (Census Hurenu, Oreupatien 
Slatisties, p. 42). With the elimination from industry, partly in consequence of the child 
labor law's, of many calremcly young females, the tendency bos, however, been toward n 
somewhat higher average age of gainfully employed women in recent ycnes. Data from 
the Thirteenth, Eourlecnlh, and Eiflccnlh Censuses arc not entirely comparable, owing to 
changes in nge classification that have been made, but the general changes in nge distribu- 
tion are clear enough. In IPIO, 7.0 per cent of the gainfully occupied females were under 
sixteen years of nge; in 1020, 4.1 per cent were found to lie in this nge classification; and in 
1030, 0.7 per cent of them were under seventeen yc.irs of nge. Ilowci'cr, the increase shown 
between 1020 and 1030 is a result of the clmugc in the age dii-isions reportcil, with conse- 
quent inclusion of the large number of girls entering industry in their scventccntb year. 
Only 0.7 per cent of the gainfully oecupiesl females were under fourteen years of nge in 1930. 
There has nl.-o been some diminution in (lie employment of women sixteen to nineteen or 
twenty years of nge. In 1010, 1,810,000 females c.imc within this nge classification, lhe.<c 
constituting 22.0 per cent of nil gainfully employed women: while in 1020, 1,411,427 girls 
sixteen to nineteen years of nge were gainfully occupied, this numlicr constituting 15.5 per 
cent of the total female svorking population. The 1030 data, although included sxithin 
difTcrent nge classifications, indicate the same decline in the emplojnnent of s-ery young 
u'omcn. The percentage of gainfully employed women more than twenty or twenty-one 
years of nge, on the other hand, has increased. In 1910, 4,302,000 women, or .’>3.3 per cent 
of nil those pinfully einployeil. were between twenty^rne and forty-four years of nge. 
and 1,288,1 17, or 16.0 (lereent, were forty-fis-c years of nge and over; w liile in 1020, 2,2 12,095 
women, or 01.4 per cent of nil females gainfully occupied, were betsveen twenty and forty- 
four years, and 1,510,370, or IS.l per cent of the total, were forty-five years of nge or over. 
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gamers, and frequently their value productivity is less than that of male 
workers. Employers generally have contended that the output of 
women, when doing the same work as men, is appreciably less,* and there 
is evidence to support their contention. In part, it is true, the low wages 
of women are to be regarded as a consequence of the fact that they are 
compelled to enter occupations having a low value output, owing to the 
more limited range of occupations open to appreciable numbers of them, 
but they are partly due, also, to the relatively lower output of women, 
as compared with men, in the same occupations. On the whole, also, 
women workers represent racial and nationality groups which are either 


In 1930, 3,289,998 women, or 30.fi per cent of the 10,762,110 who were then remuneratively 
occupied, were between eighteen and twenty-four years of age; 2,654,338, or 24.6 per cent, 
were between twcnty-6ve and thirty-four years of oge; 1,892,338, or 17.6 per cent, were 
between Ihirlj’-fivc and forty-four years of age; 649,078, or 6.1 per cent, were between 
fifty-five and sixty-four years of age; 226,811, or 2.1 per cent, were between sixty-five and 
seventy-four years of age; aud 39,407, or 0.4 per cent, were seventy-five years of age and 
over. Studies of average duration of the employment of women bear out the general 
statement in the above sentence. A Missouri survey made by the Women’s Bureau of the 
U. S. Department of Labor in 1924 showed that about one-fifth of the women workers had 
been in their trades less than one year, and about the same proportion for betw^n five and 
ten years. The reward to women for remaining in a given line of work was shown to be 
small, for although there was a tendency for wages to increase with the length of time in the 
trade, the amount of the increase was not great. "Women in Missouri Industry, Women s 
Bureau, U. S. Department of Labor, BMin S6. Cf. also, Bullcitn 77 of the Women s 
Bureau, "A Study of Two Groups of Denver Married Women Applying for Jobs (1929). 

> In the British War Cabinet report on rTomen in Industry it appears to be the opimon 
of many employers that it usually takes three women to perform the work that could be 
done by two men. Many of the employers reporting were, however, 
munitions production and in other lines of manufacture in wMch wo^n would be e^ed 
to be least efficient. The results of an interesting study cd the eif^ '''’ri«rha, h^n 
employment of women, based upon the English Census of Production of 1007, bas^n 
presented by Mr. A. W. Flux in the Sialisliad Journal for May, 1913. hfr. Flux divide 
argenewfin pounds sterling by the number of - 

industries, and then classified the industries into groups in accordance ^ 

per W 7= £ total employees, average output was 

9.8, per cent of all employed, “T7hternate'’ctnrtLted 98.6, and females 1.4, per cent 
extreme may be cited industries in which m However, it should 

are compelled to seek employment in occupa ions industries with low 

terms of money, because such are toe only Xen ^ 

output pet head are the ones in which wages will g^^hy 
ovoid these employments as long as they can 



sot 


LABOR’S PROGRESS AND PROBLEMS 


less prodiicUve or else weaker in the process of economic bnrgnininp.' 
Tlicsc workers arc more didicull to organize than men, llicir tasks require 
less skill and industrial training," and competition for jobs is consequently 
keen among them. Even native-born women workers, with their fre- 
quent short-run viewpoint toward their jobs, and perhaps with a feeling 
of economic inferiority inherited from our social mores, do not cxjicct or 
demand wages comparable to those of male employees.’ 

Another fact explaining the low wages of women workers is their 
relative immobility. Living with the family in many cases, they tend to 
accept work in the home community rather than to go where better- 
p.iying jobs arc available. Still another factor is the greater incidental 
cost involved in the employment of women. Employers contend that 
because of the numerous legal restrictions to which the presence of women 
in their establishments subjects them, the state requirements ns to 
protective appliances, the greater absenteeism due to illness, and espe- 
cially the costly turnover of labor, they arc placed in n position where 
they cannot afford to pay women as much ns they pay men for the same 
physical output. 

Moreover, tlic extreme elasticity of the supply of female labor, in 
comparison with that of masculine labor, is a factor keeping the wages 
of women from rising. Often only a slight monetary inducement is 
necessary to get women to abandon nonindustrial homework and sell 
their services, in factories and stores or in industrial homework. Special 
circumstances, such ns the loss of employment by the family’s chief 
breadwinner, may cause women workers to enter industrj’ for whatever 
they can get. As always, great elasticity of supply is a factor tending to 

^ A considcrnbly higher percentage of vromcn ^orken arc negroes than true in the 
case of men. although forcign^born whU« constitute n sliglitly higher percentage of gain* 
fully employed men than of gainfully employed women (cf. Censtw Bureau, Om/poiion 
Staiisticf, p. 2C). The follouring table gives the mcini and national distribution of 
gainfully employed men and women in lOSO; 
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All olheri 


* Although the extent to which the work of women is unskilled or .«emi«kincd can easily 
lie overc-^timalcd. Pcrlmps the common assumption that they receive low pay became 
they are un'killcd would be truer in many ca^cs if cause anti elTecl were reversed— 
women arc cla««cd ns unskilled because they receive loa* pay. 

* Tor interesting porlmynls of the attitudes of ivnrklng women, sec rraaer-s Donovan, 
Thr Salfshdt;, and Cornelia Stratton I'nrkcf, BorNrig tnih the Wori-ing B onan. Bessie 
VanVorst’s The BVnan B’Ao Toih (1903) is nn older book also worth reading. 
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prevent the price of the thing sold from rising greatly. Nor is the 
effect confined to the earnings of women, for the redundant supply of 
female labor is a constant factor depressing the wages of male workers. 
Employers arc iiwarc that they can add successive supplies of female 
labor at only slightly higher wages, and frequently men have the alterna- 
tive, therefore, of being displaced by women or else working for lower 
wages than they w'ould otherwise have to accept.* To the extent that 
these women engage in homework under conditions permitting lower 
production costs than those obtaining in factories, there is an indirect 
undermining of the standards of adult males through the competition of 
commodities. 

The general indifference of women workers towrnrd organization is a 
matter of common knowledge. Of the 10,753,116 working women in 
the United States in 1930, not more than 375,000 were that year affiliated 
with trade unlons,= and in spite of the gains in union membership after 
1933, perhaps not more than 400,000 women are today members of labor 
org-anizations. Several factors account for the Ictliargy of women in 
organizing for economic protection and improvement. Not expecting to 
remain wage earners permanently, they do not take the long-run view- 
point of their position necessary before immediate individual interests 
can be subordinated to tiio interests of the group. The traditional 
position of women in the home also explains, in part, their apparent 
unorganizability. “The linking of the woman to her home has undoubt- 
edly secured the perpetuation of tlie family, but it has at the same time 
created a state of introversion, an interest in her immediate surroundings 
and herself, which forms a real obstacle to any attempts at trade-union 
organization when the woman enters the industrial field.”® Craft 


> The adverse clTect of the claslicity of supply of female labor upon the earnings of both 
men and women is, of course. some«-h«l oHscl by the relative immobility of women workers. 
In BO far as women workers are immobile, the consequence tends to be limited to “ “ng = 
locality. Also, the limited character of the range of occupations open to any considerable 
number of women prevents lliem from exerting as serious an inBuence over wages and 
earnings in general ns they do in the unskilled-labor market. 

*The American Pedcrallon of Labor lias no accurate information as to t^ ®“ 
bution of the members of its aflilialod unions, but information from other 
that in lOSO women workers constituted not mote limn 15 per cent of all organised wor . 
and probably a smaller proportion of the workers included in f 
man’s study (GmM of American Trade Unions, p. OD) shows that m 1920 some SSW.OOO 
women .Le ZllJ. but as is indicated in vol. Ill of this 

ship declined greatly after 1920, ”''=’‘'“®,|’''^“f'^7o30^’’°The Trade Union 

C^SebtrrsXSed;ani.iaJ 
n. r™.. IF* 

New York, p. 20. 
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jcnloiisy nmong Irndc unions and the feeling of male wage earners Hint 
women arc unfair compelilor.s have also been impediments to the organi- 
zation of women workers. The most aggressive e(Torl.s to organize 
women have, indeed, come from llie needle trades, which owe their 
spirit ns much to liuropean socialism ns to American trade unionism, and 
from the Women’s Trade Union I^cngue, which derives a large part of 
its support from middlc-cln.ss sympathizers,' rather than from old-line 
craft- and job-conscious unions. The “newer unionists” constantly 
contend that before any large number of women workers can be success- 
fully organized, it will be necessary tfiat the program of broadening union 
structural boundaries to include the unskilled be successful. Even 
more nccc.ssary than this, however, is a recognition by women that 
they arc a permanent group in industry, despite the impermanence of 
the individual. 

Finally, in an enumeration of the factors determining the economic 
status of women workers, mention should again be made of the fact 
that a great many, living with their families, do not have needs ns great 
ns the majority of adult males. Some of those living at liomc come 
within the “pin-money” group, and with less needs they arc willing to 
work for relatively low wages. But, ns was pointed out in an earlier 
cliapler,’ it is easy to exaggerate the extent to which the needs of men 
are greater than those of women. The home dwellers do profit by joint 
costs in household maintenance, but some of them are chief brcadwinner.s, 
supporting other persons. Undoubtedly the numerical importance 
of the “pin-money” group has been greatly overestimated; because 
women have not received enough to support themselves away from home, 
the facile conclusion has been that they have not been working from 
economic necessity. In the majority of eases, it is safe to say, their 
participation in industrial life is due to the insecure economic position 
of the family. All members have to be supported somehow, and when 
the father’s earnings arc insulficienl, the family must sell all of its avail- 
able labor at the market rale. It is in this fact, more than in the “pin- 
money” assumption or in the benefits of joint costs in household 

' Tlic Wonicn'.i Trailc L'nion I.c.tguc n fcdcmlion. including ns nfTiIinlcd unions only 
those hnviitf; c\cliisi\*c feinnlc mcniliwhip. Its monthly hiillctln. /.tfr enti is 

pcrhnps the Iwsl .sinslc source of inonth-to-nionth infariiintinn nboul tlic nun-cmenl to 
orynnizc American svnjrc'eiirniiiK sromcn. The plnlform of the I.c.apic inclmlc.s tlie.'e 
proposals: (1) Orpinization of nil female laborers into trade unions; {i) abolition of sez 
discriminations in pay nnd in a-otkers’ status; (;t) sliurter workinp hours: ft) sceutinR 
hiphrr livinR standards; (S) securing full cilircnsliip riglits for iromcn; (ti) oiitlasring of 
nnr: nnd (7) the nds'nnccnicnt of international eooperation of women workers. The 
l.^ague. unlike the National tVonicn’s Pnrty, has nlsvnys been sympathetic townrd prolec- 
lis'C legislation for niirncn. 

* Cf. tuyra, pp. 71-7i, where the question of what is an “ndequate,” or socially 
dcsimble. slnudird for women workers u discussed in some detail. 
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maintenance, that the explanation of the willingness of home-dwelling 
women to accept very low wages is to he found. 

Home working Women. — One special group of home dwellers should 
be mentioned: those doing their work in the home. Census enumera- 
tions do not classify the industrial home workers as such, and it is impos- 
sible to estimate with any assurance of accuracy the number so engaged. 
•There can be little question, however, that the group has been a significant 
one,‘ or that the problems of low wages, long hours, and insanitary envir- 
onments are extremely acute. For the most part, these industrial 
homeworkers operate under the “farming out” or “sweating” system,® 
supervision of which has always proved to be difficult.® Since the 


' New York State reported 41,573 workers in houses licensed for industrial homework 
in the year ending June SO, 1947; Pennsylvania reported that 1,161 employers were licensed 
and 14,600 homeworkers employed on Nov. 1, 1947; New Jersey licensed 3,047 families 
for homework in the year ending June 30, 1948 (Women’s Bureau, U. S. Department of 
Labor, BuMin 79, p. 4), As is pointed out later, homework in licensed establishments 
fell off more rapidly (contrary to popular belief) during the early stages of the depression 
of the 1930’s than did employment in general, but an enormous amount of nnheensed 


homework was carried on prior to the advent of the NRA. 

> The essence of the “sweating” system is the farmmg out to competing contractors of 
materials, these, in turn, being distributed among workers or families who complete the 
process in the "social shops” or homes. Adams and Sumner, in the book that was for 
many years the American standard on labor problems {Labor Problenu, pp. 117-116), dis- 
tinguish three prindpal varieties of sweating: (1) that in which the work is dime by the 
contractor himself with the aid of his family and in his home; (4) that in which the con- 
tractor employs other than members of his family to assist him but brings all together 
in his home; and (8) that in which he provides an outside sweatshop where those he employs 
may work. The following description of the system was given in the Pennsyfranm iaiw 
Berald of Nov. 19, 1934: “The sweatshop owner . . . still works out of and for New York. 
Prom the New York manufacturers he receives shirts, underwear, or dresses, all cut, ready 
for sewing. He brings them to some low-rent loft or abandoned factory in which he has 
instaUed a few sewing machines and there hires women and girls at pitifdly low^ges to 
do the sewing. He has no capital invested in raw materials; litUe in anything. His entire 
equipment can be moved overnight when he decides to skip town without paying his i^g« 
or other biUs. Some of these employers literally pay no wages at all. Under the preten^ 
of Wring learners they get the girls to work for nothing for two or ^ ® 
learn the business. At the end of this period the girls are discharged 
another group of deluded learners. The employer to gets his labor for nothing. 0 to^ 

not quite so brazen, pay unmistakably low rates. The gir sore u q 

.end of a hard week, and are rolling in wealth if their pay che^ 676 S 

in "Handbook of Labor Statistics,” U. S. Bureau of Labor Statistics, BuUetin 616 (1936 

® However, a considerable amount ^or^etWled fndyris of it, 

type of labor exploitaiion bas developed in the un yol 30 

I. in 

mm (. w, ta S’JSS™ 

this law WBS declared to be unconstitutional the ^ ^ , noKce uower In 1892 

not primarily a health measure and therefore exceeded the State s pohee power. In 
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conirnclor, or “swcntcr," <lcrivos liis profit from llie innrpin of tliflorencc 
between the contract price and the wage co'it of the article, he rather 
inevitably altcmpls to reduce wages to the lowest possible level: and in 
spite of the saving in overhead restilling from the fact that operations 
arc carried on in the home, the wages of these workers have generally 
been considerably lower than those paid for similar work in the factories. 
The eharacter of the labor supply makes exploitation very easy. The 
work generally involves simple operations, and it is done for the most 
part by persons lacking any industrial training; foreign-born women and 
their children in the tenement districls comprise a large part of the 
working force; the low standards, ignorance, and unfamiliarily with 
American customs all combine to make industrial homeworkers the 
weakest of bargainers. It is, indec<l, in this lack of bargaining strength 
on the part of the workers, combined with the economies of small estab- 
lishments in certain fields of production, that the exiilanation of the 
continued prevalence of the sweatshop in the needle trades and elsewhere' 
is to be found. 

Iloth Icgi.slation and improved trade practices had rcisulted, by the 
end of the lfll20’s, in the elimination of some of the worst evils of the 
sweating system; but with the beginning of the depression, the propor- 
tions of sweatshop labor undoubtedly increased. It is true that home- 
work in licensed establishments declined more in some industrial centers 


nnotlicr Inw wns cnaclcU by Kew York State, requiring llic iiccn.«ins of liomc.i in wliich 
in(lu.<lrial homework was c.'vrricd on, and certain proliikilor}’ fciiturc.*, such n.s the spccili- 
ention tliat foodslulTs, dolts' clotiiing. and children's clotiiing could not be mnniifncturcd, 
altered, repaired, or finislicd in tenement hmi'^e', were added by nn ninendnient enacted 
in lots. This law was declared to be conslitiilionai in n test ease made in 1012. Mnssa- 
chiisclls was also among the stales that early attempted to mitigate sweatshop erils by 
legislation, n Inw enacted in 1891 forbidding tbc production of clotiiing and fond in uiibenlth- 
fiil places. Ily the 1030's, fourteen states had legislation prohibiting or regulating industrial 
homework. Tea of them (Illinois, Indiana, hlnrylnnd, Mnssnciuisclts, Mieliignn, Misiouri, 
Nen- York, Oliio, rennsyivnnin, and Tennessee) prohibited tlic production of certain 
products in iiomes, and four of llicm (California, Coimcclicut, New Jersey, and IVisconsin), 
while not prohibiting specified types of homework, regulate all types. Tlic iiinjority of 
tliesc stale statutes also require licensing in tbc ease of those products wliicli can legally 
be produced in the liomc. 

* A partial lisi of tlic brandies of production in which industrial liomcworfc is known 
cillier still to ohlain or to hns'c oblnincd in the ne.ar past includes; llie ses’erol lirnnehes of 
tile needle trasles, the making of artificial (lowers, processing toliacco, prcp.imlinn of 
various food prodiicls, stringing lags, carding buttons, liooks, eyes, and s.afety pins, making 
garters, and working on jenelry, lamp shades, ponder puffs, p.sper hoses and bags, carpet 
rags, and toys. Indnslrini hoincworU is not, of course, entirely synonymous willi sweating, 
or contracting out, since it mar be done nilhniit iiitermediiition of the contractor, but it is 
in eonneclion with tiic conlraeling system that the proiilcm lias Iwen most acute, Per- 
h.aps it is grnlnitniis to mention, also, tiial the problem is not confined to female ialmr, the 
subject matter of this chapter, since adult males and cliildrcn are part of tlic kalior suppb'. 
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during the early part of the depression than did factory work.^ Con- 
currently with the decline in these centers, however, went a migration of 
sweatshops to places where regulation was less strict and a definitely 
established increase in the amount of work done in unlicensed places.^ 

‘ Probably the popular assumption is that homework incs'eases with business depression. 
The reasoning underlying this assumption has been that women who cannot leave their 
families to work in factories ore likely to apply for homework when other workers in the 
family are thrown out of employment, and that employers who see their returns falling oS 
are likely to send out homework in increasing volume as a means of reducing factory costs. 
Undoubtedly these tendencies operate, but they do not seem to have been strong enough 
to cause the volume of homework to vary inversely with the volume of factory work. To 
test the popular assumption, the Division of Women in Industry of the New York State 
Department of Labor in 1938 compared the indexes of employment in all factories in New 
York State, of all factories in the men’s clothing industry, and of homeworkers in licensed 
tenements for tne period 1911-1930, the figures on the number of homeworkers being based 
on reports of the homework inspectors. This oomp-irison revealed that homework employ- 
ment apparently varies directly, not inversdy, with factory employment, although marked 
fluctuations in homework seem to have lagged somewhat behind those in factory work, 
except for the depression of the 1930’a, in which homework led in the decline. The New 
York Department of Labor summarized its conelusions as follows: “It would seem, then, 
that there is a direct relation between the volume of factory work and that of homework. 
There are various factors which must influence this relationship. In some industries certain 


processes in the manufacturing or finishing of factory made articles have lent thenwelves 
readily to homework. In these cases, homework has long held a definite place in the 
industry and is expanded or curtailed as the volume of factory work itself increases or 
diminishes. It is undoubtedly true that there are other industries in which homework is 
substituted for factory work during a depression. In stfll others, homeworkers constitute 
a reserve labor supply and as such are the first workers to be dispensed with when business 
becomes dull. With their plante and machinery in existence, manufacturers in such indus- 
tries are anxious to keep their factory workers employed. Instead of increasing homework 
as a substitute for factory work at such times, they rely upon homework as a means of 
expanding production beyond the cupadty of their plants during periods of greater 
acUvity” (quoted in "Handbook of Labor Statistics,” U. S. Bureau of Labor Statisrics, 
SuUelia 616, 1936 ed., p. 198). It should be pointed out, however, that this comparison 
does not prove the belief the sweatshop tended to become more prevalent during the depres- 
sion was a myth. In the first place, the comparison was confined to employment trends in 
one state, although it is the most populous one and the one where in the past the ^eatest 
amount of homework has been carried on. There was, as a matter of tact, a considerable 
migration of homework out of New York City during the early y»rs o the depression 
especially to Connecticut, where regulation was less strict. A considerahle amount of the 
work doL in Connecticut home establishments was for New York City 
it is notorious that “hootleg” homework increased appreciably early in tlm 
In none of the states was the corps of homework inspectors suffimenay '“S® 2° .^^ce thm 
"bootleg” work (that done in unlicensed establishments) 

York State had the same number of paid inspectors (twenty) from 1922 on 
Finally, a decrease in total employment in homework could take place coneurrently wi 
muiUpliczitioii in the number of home establishments. t j i, , 4 i,a Pnn 

»Tbis genernlixation is amply »«batantiated by t^conelus.oi. ^d W 
ferenceon Present Day ChildLabor Problems, held 
by various reports of the State labor departments. As 

reported to this Conference:In Connecticut, the worst condifaons were foundmthe garment- 
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Low-paid piece work, insnnitarj* conditions, long hours, nnd violation 
of the various labor laws hccamc extremely prevalent. Then came the 
cstahliahment of the National Ilccovcry Administration, nnd with it 
both a decline in the volume of homework nnd an elimination of some 
of the grosser evils. Ninety-seven of the codes, the general nature of 
which was discussed in the immediately preecding chapter,' included pro- 
visions relating in one way or another to homework." Lxntninntion of 
the code provisions reveals, however, tremendous lack of uniformity in 
the attack upon the problem of gainful emjiloymcnt in the homes. 
Some absolutely prohibited this kind of labor; others set rates of pay 
for homeworkers below the rales for fnclorj’ employees; still others 
c.stablished the same rate for homeworkers nnd other workers by impli- 
cation in the agreed-upon dermition of “employee”; all of them regulated 
hours and practieally all attempted in some way to insure sanitary 
conditions nnd elimination of the more common types of exploitation. 
A relaxation of the prohibitions against homework included in some of 
the codes was introduced in 1934, when an Executive Order nulhorii’.cd 
homework in these industries or occupations under certain conditions." 

innkiiig imlvi-sltj', in nliich “runaway shops” were responsible for n serious situation. .\s 
cnrl.v ns ITilO tlic Conncclicut Chnniber of Commerce noletl n movement of fnctones, not 
confined to tlie prnicnl-nmktng lrAdc.% from other slnles to Connecticut to tnkc ndvAnlnf^c 
of llic Ic.ss stringent labor laws there, the trend being chielly from Ken* York. “At Owl 
time the niovcmcnl vim looked upon ns something to be encouraged. B)* 1PS1, liowcvcr, 
the tndux of responsible estabUshmenU tmd apparently come to nn end, nnd the advent of 
n runaway shop had come to be rceognitci! ns n serious evil, embodying the old-time nbuses 
of the sweatshop. . . . In nddition, sanitary conditions were reported ns bnd nnd violations 
of the hours law* ns frequent, nlthough Connecticut permilled the 55-bour week. ... An 
investignlion made by the Massnebusells Atinimiiin ^Yngc Commission . . » disclosed 
that nitCA OsS low as 10 cents ... an hour were paid to girl svorkers in Kail Hiver. . . . 
iVaclicsilly all the shops* paying these low wages had stnrlc<l business in town since the 
beginning of the present depression. . . . From Pennsylvania, Maryland, and Kew Jersey 
also cnnic compiniiit.s of sweatshop conditions" {ibid., pp. 203-201). 

* Siipra, pp, 3U1-370. 

•Lyon, lioman, Terborgh, lx)rwm, Dcaring, nnd Mnrsbnll, The iVofiona/ Brrorrry 
i-ldminiTJrn/inn (1033). p. 338, 

* Kxeciitive Order No. fi7ll-.d. May 13, 1031, This order was issued bec.iuse of ca- 
dence of hardships worked upon some clashes of labor under the code provisions prohibiting 
linrnctvork. The order provided llmt eertincnlcs might be issued by the Slate agency 
designated by Ihe I’nilcd States Department of Uibor as the certifying medium, in aceswd- 
iince with iiutriictions of Ihc Federal Department, to the following clashes of persons: 
"(1) \ bonicuorkcr who is suffering from n physic.al defect, injury, or illness not of a con- 
tagious nature, which physically incapacitates such homeworker for work in a factory or 
other regular place of business; (2) n homcnorker whose services are absolutely csscnli.il 
at home to care for another person who isril1iprl)edridden or .an invalid, and neither pers*m 
is suffering from a ct>nlagiou> disease; (3) n homeworker w ho was nccuslomcd to this method 
of earning n living before the code prohibition went into effect nnd is too old to lie able to 
make an adjustment to factory routine. No able-bodied person under 30 shall lie con- 
sidered loo old to make this adjustment/* Joint application for the certificate was required 
from the homeworker and the employer. 
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While the National Recovery Administration of 1938-1935 neither 
“abolished the sweatshop” nor raised the wages of homeworkers to the 
level of those of factory employees, there can be no doubt that one of its 
beneficial consequences was an improvement of employment conditions 
in the homes as well as a reduction in the volume of such employment. 
A study made by the United States Department of Labor between June 
and November of 1934, ^ a year after the earliest codes became effective, 
showed that in spite of the continuance of “bootlegging” of homework 
under codes prohibiting that practice, the total volume had been reduced 
substantially. It was regarded as significant that “difficulty was 
encountered in locatmg homeworkers in the course of this study, in 
contrast with earlier periods when it was necessary only to walk along 
the streets in certain areas to see entire families at work in their homes,” 


Experience of manufacturers who had brought homeworkers into their 
plants in accordance with code proviaons indicated that the necessary 
adjustments had not been so great as was first anticipated. “The 
presence of workers in the shops had facilitated the shipment of orders, 
made it easier to correct mistakes, and contributed to the development 
of more efficient methods of production. Employers who had experi- 
enced these improvements believed that if homework had been prohibited 
in all the codes alike, so that no group of employers would enjoy an 
unfair advantage over others, the abolition of homework would have 
been satisfactory.” It was found that while the codes had raised the 
piece rates of homeworkers, these rates still did not approximate those 
of factory help. This was also true of the individual earnings of home- 
workers, which with few exceptions were on a lower level in the summer 
and fall of 1934 than those of factory workers. Both the inherent 
difficulty of regulating homework and the insufficient attention given 
to the problem by many of the code authorities were revealed by the 
investigation. “Although the majority of the codra provided that the 
labor provisions should apply to all persons working in the industry, on y 
a few of the code authorities gave special attention to the problem of 
obtaining compliance with these standards for industnd homeworkers. 

With the collapse under judicial disapproval of the NRA code struc- 
ture in 1936, the volume of homework again increased and m mwy ^es 
wage cuts occurred almost immediately. The withdrawal of the NBA 
code type of protection makes more essential than ever an exte^ion of 
state eontrol and improvements in the state laws, “ weU as a substitute 
form of Federal control. Among the changes which 
problem are generally agreed should be made are the absolute prohibition 

graphed). A Bummaiy of this report is inauaea 

Labor Statistics,” U. S. Bureau of Labor Statistics. BuUetin 616. pp. 198-2M. 



403 


LABOR’S PROGRESS AND PROBLEMS 


of the manufacture of a large number of products in the homes, applica- 
tion of all state labor laws to all kinds of industrial homework, improve- 
ment in supervision and inspection, and the placing of responsibility for 
compliance with the laws entirely upon the employer.' 

Problems Arising from the Employment of Women. — ^The discussion 
in a preceding section of this chapter of some of the factors influencing 
the economic position of women has inevitably suggested the mote 
important problems consequent upon their participation in gainful 
employment. Other problems, although interrelated with those already 
mentioned, deserve separate treatment. 

It is difficult to determine accurately the net effect of the increased 
employment of women upon the living standards of the wage-earning 
class. To the extent that the presence of women in the labor market has 
prevented the earnings of men from rising as much as they otherwise 
would have risen, the effect has, of course, been adverse. On the other 
hand, the increase in the proportion of the population gainfully occupied 
has probably increased per capita productivity. The total value of the 
product of industry has not, obviously, been increased by the amount 

‘ The Conference on Present Dny Child labor Problems of 1D32 approached the problem 
pritnarily from the child-welfare viewpoint, rather than from the viewpoint of the women 
workers, and planned a program for the emergency calling for nn improvement in hour and 
age regulations for child workers, n stricter cantrol over the employment of minors in 
hazardous occupations, and for mandatory minimum wage legislation for minors under 18. 
To make these improvements cITective, it was held that bureaus of women and children 
should be established in state labor departments, or, where they already exist, should be 
strengthened, and that business firms should be required to register with state labor depart- 
ments to facilitate inspection (“Handbook of Labor Statistics," H. S. Bureau of Labor 
Statistics, Bullelin C16, p. 201). The Association of Governmental Labor Officials in 1S2T 
presented a series of recommendations, based upon n careful study (</. “ Handbook of Labor 
Statistics,” U. S. Bureau of Labor Statistics, Bulletin 481, 1920 ed., pp. 409-411). These 
recommendations include; (1) Absolute prohibition of the manufacture of certain kinds of 
articles in the homes should be required where necessary for sanitary or safety reasons. 

(2) All labor lows of n state should apply to industrial work of all kinds done in the home. 

(3) Responsibility for full compliance with such lows and with any special regulotions 

applicable to homework should be placed upon the manufacturer for whom the work is 
done. (4) Adequate authority for enforeement of nil lows applying to factory work done 
in homes should be given by law to the state labor department, and an adequate inspection 
staff should be provided for this work. (6) Local boards of beolth should notify the state 
labor department daily of all cases of communicable disease occurring in the locality over 
which they have jurisdiction, and the state labor department should report immediately 
to employers the names and addresses of all homeworkers registered as employed by them 
in whose home such disease exists. (6) A tag or label ^ving the name and address of the 
manufacturer, the nature and quantity of the goods, and the name and address of the 
worker or workers to whom the goods are ^ven out to be worked on should be placed upon 
each unit of delivery or shipment to a home worker, and this label should not be removed 
until the work has been completed and returned to the employer. Uniformity of state laws 
is, of coarse, extremely necessary in order to prevent the mi,nation of sweatshops to states 
with lax statutes. This matter inevitably will be a part of the agenda of the various 
interstate conferences in the future, ' 
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added by women workers; this result would ensue only if the economic 
machine worked with perfect smoothness and all workers were employed, 
and the displacements of male workers, even when only temporary, 
and the reduction of their productivity are deductions that must be made 
from the value added by women workers in any attempt to ascertain the 
net effect on per capita productivity. Nevertheless, it is probable that 
the total real national income has been increased in consequence of the 
increase in the proportion of the population gainfully employed, and in so 
far as the wage-earning class has shared in this increased production its 
living standards have been raised. An elevation of family standards of 
living has also taken place because of the reduction in the number of 
dependents per wage earner. As was indicated in an earlier chapter,^ the 
average family is smaller today than it was forty years ago, and more 
members are working for economic remuneration. In large part this 
change has taken place in consequence of the increased employment of 
married women,® a factor that is conducive to a lower birth rate and at the 
same time augments the family income. 

The effects of the gainful employment of women upon family life, 
morality, juvenile training, and the health of both women and their 
oSspring have received widespread comment; and of facile generaliza- 
tion there has been a superabundance. Some of the consequences are, 
however, fairly obvious. With greater economic opportunities than they 
formerly had, more women today prefer the independence of self-support 
to dependence upon the earning power of a husband, and postponement 
or prevention of marriage results. But this choice inevitably occasions 
a certain amount of social disorganization. When women continue 
their employment after marriage, the economic basis of the family is 
affected, marital bonds are likely to be regarded in a somewhat different 
light, and— probably most important— children may not receive neces- 
sary home care and training during the formative periods of their lives.® 
Fairly convmcing evidence exists of the effect of the employment of 
mothers upon the health of their children. The chronic phpical and 
nervous exhaustion resulting from the attempt to hold a position and at 


* Supra, pp. 128-lSO. 

» In 1800 married women constituted 13.9 per cent of ail working women: m 1900 the 
percentage was 15.4; in 1910, 24.7; in 1920, 23.0; and in 1930, 28.9. Cens^ Bureau 
Oampalion Statuses, 1932, p. 70. The increase in the percentage between 1920 and 1030 
mrv be due in part to the number of wives who were taking employmmt early in 1030 
heca'ise of the increasing unemployment of men, but of the general ten ency or women 
to continue their gainful occupations after marriage there can be no question. 

® Gwendellyn Hughes’s little book, ilothen in Indwtry (New Republic, 1020), gives 
an c.vceDent picture of the effect upon mothei^and^ihild relationships o^e employmen 
of women who have children. C/. also Elizabeth McGee, Mothras Who Ewn, Oh 
Welfare Bulletin 7 (January, 1930). pp. 30-33. and Lorenc Pruette, Mamed “ 

Industry," Annals of the American Academy of Political and Socud Scunce, voL 148 (May, 
1920), pp. 301-316. 
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the same time perform functions of motherhood may manifest itself in 
undernourishment of infants and in their extreme susceptibility to 
various complaints; and the infant mortality rates of children of working 
women are distinctly higher than those of other children.^ Finally, the 
health of women workers themselves is distinctly endangered by certain 
kinds of work in which they engage,® and it was largely in recognition of 
this fact that the courts upheld as constitutional laws limiting their hours 
of work.® It is a fact of common knowledge that the distinctive physical 
eharactcristics of women make them more susceptible tlian men to certain 
industrial hazards. Noise and vibration probably have a more detri- 
mental effect upon their nervous systems; long periods of standing or 
sitting have been demonstrated to be injurious to them and their off- 
spring; overstrain is more likely to produce organic disturbances; and 

‘ A sludy made by tlic B’omcn's Bureau. U. S. Dcpnrlnicnl of Labor, of iafant mortality 
rates in ci|;l>t cities .sliavcd that in general ibc employment of mothers is accompanied by 
nn incrcn.scd infant mortality rate, and Hint in the majority of cases employment away from 
home eserts n more potrcrful influence in Ibis direction than docs employment in the home. 
The cases .studied acre tbo.se in irbicb tbc motber aas employed at some time during the 
ta-civc monlbs preceding cliiidbirtli. A detailed analysis of tins study is pre.scntcd in tbc 
article by Bessie Bunsel and Robert Vnne, “Some EiTccLs of Increased Work for Women,” 
v'liicb is inciuded in L. I. Dublin’s Populalioa Pmltema, pp. 242-E53, Tbc folloiring is a 
tabular presentation of tbc resuits of this study; 


Jolimiown, Pa . 

New nedford. ^TnAs 
Slanclie^tcr, N. U . . . 
Waterbury, Conn.... 
Sayinnw, Mich..... . 

Brockton. Moss 

Akron, Ohio 

Baltimore, Md 


Infant mortality rate per 1,000 birtbi when 


^[ol}lcr not 
employed 

Mother employed 

At liome 

Away from home 

117.0 

18B.0 

(not nlculited) 

lOS.O 


107.B 

ISS.P 


S27.6 

110.5 


800.2 

78.3 

^H|r ' 

(not caleuUted) 

100.4 


80.7 

77 2 


68.2 

OS. 4 

HiS 

170. B 


^ The literature pertaining to tlic cITccts of certain kinds of Trork upon tke health of 
women nnd their offspring is voluminous. Among the better references that may be con- 
sulted ore Josephine Goldmark, i^aftgiir and EJficirncy; P. Sargent Florcncci Economics 
of Fatigue and Unrest; H, M, Vernon, Industrial Fatigue and Eficiency; Brondeis and 
Goldmark, The Case Against Night Work for Women (National Consumers' League, 1008); 
Emily Brown, “Industrial Accidents to Men nnd Women, '* Women’s Bureau, U. S. Dept, 
of Labor, Bulletin 81 (1030); Frcderidc L, Hoffman, “The Health of Working Women," 
Consumers* League of New York, Bulletin 3; Alice Hamilton, Industrial Poisons in the 
United States; Collis and Greenwood, The Health of the Industrial Worker; nnd George 
Reid, “ Infant Mortality in Rdation to Factory Labor," Fifleenfh Annual Congress of 
Hygiene and Dcmograyhijt vol. S, p. 043jf. 

»Zn/rfl, pp. 528-530. 
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ftere is respectable medical opinion that women exhibit greater suscepti- 
bility to some industriEl poisons tliEix do 

Social consequences such as those just discussed have been responsi- 
ble for the enactment of a range of legislation governing employment 
conditions of women, the more important types of which are discussed 
elsewhere in this volurnc.^^ Women and children were afforded limited 
legal protection during the early years of England’s Industrial Revolu- 
tion, and American statutory enactments applicable only to women began 
to be made a century ago. The theory underlying the singling out of 
women for special protection has been simple: women have been in 
fact an exploited group, and cognizance of social and economic actualities 
therefore demands that they be given special protection; a public interest, 
ertending to generations yet unborn, in the health and morals of women 
dictates that the coercive power of the state be exercised in a regulatory 
manner; such interference therefore constitutes an entirely reasonable 
extension of the police power of the state. 

But opposition to this legislation has always been strong, and it has 
come from a variety of sources. The traditional attitude of employers, 
who have feared higher costs and a curbing of their ability to take 
advantage of the redundant supply of female labor, is self-explanatory. 
Trade unionists, also, have sometimes been fearful of the preferential 
status accorded women workers.® One of the interesting aspects of this 
opposition, however, is that part of it has come from women themselves. 

The philosophical basis of this feminist opposition to protective 
legislation for women is neither new nor complex. From the time of 
Harriet Martineau, Mary Wollstonecraft, and other early proponents of 

The best American studies of the effect of industrial poisons upon women are probably 
those of Dr. Alice Hamilton. The results of years of inyestigation are set forth in her book 
. Industrial Poisons in the United Stales. While there is strong suspicion that women react 
more positively than men to some industrial poisons, and that the effects of these sub- 
stances upon the female system are more rapid and more severe, it is difficult to prove 
conclusively whether their greater susceptibility is due to different rates of metabolism or 
other distinctive sex, traits or whether it is explained by a partial immunity developed by 
males in the course of thrir mote extensive industrial experience. There is, however, 
almost conclusive evidence that some of these poisons have serious effects upon the female 
reproductive system. Lead poisoning has been demonstrated to be re'atcd to many cases 
of sterih'ty, miscarriage, and stillbirth; and there is some evidence to indicate that it is 
transmissible from mother to child. It is also suspected by the medical profession that 
women whose work exposes them to x-rays or radium radiation may become permanently 
sterile. 

° Minimum wage legislation for women is discussed on pp. 301-S94; legislation limiting 
hours is discussed on pp. 5ST-€34; and other types of legislation applicable to women, or to 
women and minors, are discussed in vol. II of this treatise. 

’ On the other hand, trade unionists have frequently favored legislation making it- 
e.vpensive for employers to hire women, on the ground that part of the competitive under'" 
bidding — a menace to their own standards — would thereby be eliminated and th^t 
employers would find it more advantageous to employ male labor. ! 

/ 
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“equal rights for both sexes, a group of •women — always vocal and 
artieulatc, if not numerically important — has adhered to the thesis that 
all legislation and industrial policy taking cognizance of sex dilTcrcnccs 
have ns their necessary effect the placing of women in a dependent posi- 
tion. The attack has been centered not upon protective legislation per se 
but upon protective legislation applicable only to one sex. Yet the 
practical effect of this policy, especially in the United States, where 
constitutional limitations upon interference with freedom of contract 
are such an important practical factor, would be to abolish at least part 
of the already established legislative protection of women. In order 
that a nominal or theoretical equality be attained, the National Women’s 
Party would liavc swept into the discard legal protection representing 
a century of effort. As an integral part of the feminist case against 
protective Ic^slalion there is adx’nnecd, also, the claim that the employ- 
ment opportunities of women arc seriously restricted by the legislation 
enacted for their benefit and the benefit of the race. 

Detailed discussion of this program is beyond the scope of the present 
chapter, but a few observations must be made. Studies by the Women’s 
Bureau of the United States Department of Labor" and other bodies create 
a strong presumption that any advcr.se effects of protective legislation 
upon the employment opportunities of women have been tremendously 
exaggerated. There have, of course, been cases ■n'liere the employer has 
found only a slight marginal advantage in employing women rather than 
men, and has substituted male labor when legislation applicable to women 
was enacted; but the facile conclusion that this result always or generally 
ensues is not substantiated by the facts. In the majority of cases, the 
employer has still found it more advantageous to continue employing 
women, and in spite of the legislation regulating the conditions under 
which they work, women have, as has already been indicated, become 
an increasingly important part of the nation’s ■working force. Certainly 
an application of the hedonistic calculus forces the conclusion that gains 
in working conditions and industrial status consequent upon state pro- 
tection far outweigh the adverse effects. In the second place, it is 
impossible to avoid comment upon the profound romanticism underlying 

^ C/. especially Mary TVoUslonccrnft's Vindication of the Highta of Women and John 
Stuart Mill's The Suigeclian of Women. 

^Cf. BuUetin G8 of the tVomen’s Bureau, "Effects of Labor liCgisIntion upon the 
Employment of Women" (1030). The Information included in this bulletin was derived 
from a number of eourccs. Employers, selected in view of geographical and industrial 
distribution, were interviewed; records ns to the displacement of women by men after 
enaetment of different types of legislation were examined; and the industrial experience of a 
. large number of working women was ascertained. Tlie Bureau f ound tbnt the employment 
ojbportunities of women have been curbed only slightly — much less than popular opinion 
sotpetimes assumes and very much less than utterances of leaders of the feminist opposiUon 
would imply — by protective legislation applying to them but not to men. 
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the feminist opposition to protective legislation for women. One can 
recognize — can enthusiastically endorse — the abstract principle of equal 
rights and at the same time be realistic to the eid^ent of taking cognizance 
of dificrcnces that do exist between men and women: differences in 
physical structure, in strength, in functions performed for the race. 
“Equality,” said Louis Blanc nearly one hundred years ago, “is only 
proportionality.” A much saner and more realistic concept of equality 
than that of the National Women’s Party is one which recognizes objec- 
tive facts making for inequality and seeks the removal of these conditions 
through exercise of the coercive power of the state. Finally, the unpleas- 
ant fact must be recorded that the feminist opposition to protective 
legislation has sometimes been utilized to further sinister ends. An 
opposition to protective legislation for the sake of women is likely to 
provoke sympathetic response on the part of persons whose antagonism 
would be aroused were the real motives stated; and in all too many cases 
the feminist group has been made a cat’s-paw by those whose real objec- 
tive has been an abolition of state restrictions rather than the placing 
of the same restrictions upon the employment of men as upon that of 
women. 

The Wages of Women Workers. — ^Evidence as to the earnings of 
women workers may be summarized very briefly. Just what percentage 
have been receiving “inadequate” earnings depends, of course, upon 
the standard or criterion of adequacy adopted, and the reasons why 
social workers, students of labor economics, and state minimum wage 
boards have generally assumed that wages should be suflicient for the 
self-support of a woman without dependents but not benefiting from 
joint costs in household maintenance have been discussed in an earlier 
chapter. ‘ The cost of maintaining a “minimum health and decency” 
standard varies, of course, from time to time, and from place to place at 
a given time;^ but as a very rough approximation it may be said that the 
cost of a budget allowing for bare necessities, a small amount for recrea- 
tion and major emergencies, and a saving of between 2 and 3 per cent of 
income would have been between $8 and $10 a week during the prewar 
decade in the larger American cities, between $13 and $15 a week during 

^ C/. supra, pp. 71-72. 

s Numerous attempts to formulate budgets for ■working women have been rilde. The 
reports of the various state minimum wage hoards, whose 'activities are discussed in 
Chap. VI, arc worth consulting, as is also Bulktin 61 of the Women’s Bureau U. S. Deport- 
ment of Labor, “Wage Rates and Cost of Living Budgets.” C/.^nlso, '■ H. Douglas, 
Wages and the Famihj, pp.,S-10, Douglas, Hitchcock, and Atldns '*•.■> mricr in Modm 
Economic Society, pp. 272-287, T. D. Eliot, American SiandaA amd Plans of Lining, 
Theresa McMahon, Social and Economic Standards cif hiving, aP Emilie J. Hutchinson, 
Women’s Wages. The conservative “independence” budget foWomen workers in the 
larger American cities worked out by Dorothy W. Douglas (“ Living for Working 
Women,” Quarterly Journal of Economics, February, 1920, pp. ®-268) may be taken as 
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the years from 1914 to 1919, at least a dollar a week more in 1920, 
approximately $13.60 a week, as an average, from the early 1920’s to 
1929, and about $12 or $13 a week during the depression years of the 
1930’s.‘ The facts with respect to women’s wages can profitably be 
placed in juxtaposition to these estimates of the minimum cost of decent 
livelihood. 

Certainly one does not err on the side of exaggeration when one 
generalizes that at least 60 per cent of America’s wage-earning women 


illustrative. Mrs. Douglas estimated the cost of the “minimum health and deceney" 
standard in 1919 to be $15 a week. This budget is as follows: 

Full “TEUPORAiir Indepskobmce" Bubobt Miniuuu Wbeelt Bate 


BoariinQ 

Boom^ boudi luneliei, Bud partial laundrr 19.05 

Ai Bant 09.05 

Pauffbter'a share of housekeeping expenses, plus mother*! serriees 7.60 

Daughter*! subsidy to family 1.25 


80.05 

89.06 

2.50 

0.10 

0.60 

0.40 

0.06 

0.85 

810.00 

£.00 

1.00 

1.80 

814.00 


Money saved on regular meals and carfare during Tacation.t 86 80 

Net cost of TBcation 7.80 0 15 

Education (papers and magazines) 0.16 

Extra carfare (10 cents every two weeks) 0.06 

Dues 0.06 

Church and charity 0.16 

Christmas presents, etc. (83.06 a year, excess of ^Tts given over gifts received).... 0.07 

Insurance (814.00 a year) 0.26 

Other expenses (unforeseen 83.65 a year).... 0.07 

Loss of wages, 1 week's iUoets (815.00). 0.80 

4 Loss of wages, 1 week's vacation or unemployment (815.00) 0.80 

* ^vings (8Z1.00 a year) 0.40 

Total:"- 816.00 


* Thes^.roBgh estimates, perhaps it is unnecessary to say, are presented merdy because 
they ore sugg^^^^^ amounts necessary to maintun a decent but not luxurious, and 
hardly comfoj^^^®> <'^Q>lArd of living, end because they moke more meaningful the wage 
and earnings df^^ summarised in the foQowing paragraphs, The authors have accepted 
Mrs. Douglas’ ™ preceding footnote, as being one of the most carefully 

drafted and most accu^^^ 8o far as its estimates of the costs of different items about the 
end of the War are concv™^^' made modifications in the total cost for earlier and 

later years in accordant changes in the cost of living, and (5) known changes in 

living habits and expen apportionment, cbanging the rdative weight to be given the 
different items. 


Carried forward 

Clothing (8l30ayear}...,s 

Toilet ardcles, soap, etc. (85.20 a year)... 

Carfare (10 cents a day) 

Health (821 00 a year) 

Stamps and stationery (25 cents a month). 
Amusementa (movies, ice cream, etc.)..... 

Feeafton 

Room and hoard, 1 week. 

B. B. fare 

Spending money 

CHher trips over night 
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did not receive wages sufficient to maintain health, strength, and morals, 
to provide comforts and a modicum of recreation, and to make possible 
some saving for sickness, unemployment, or other major emergencies 
during the prewar decade. The Federal Census of Manufactures for 
1905 showed that 18,4 per cent of 588,000 women workers fifteen years 
of age or over were receiving less than $4 a week, 49.8 per cent less than 
$6 a week, and 77.9 per cent less than $8 a week. The Federal Immigra- 
tion Commission’s investigation showed that, in 1908 and 1909, 5 per cent 
of 57,712 women workers eighteen years of age and over were earning less 
than $5 a week, 45 per cent less than $7.50, and 82 per cent less than $10 a 
week. Professor C. E. Persons* in 1915 estimated that 76 per cent were 
receiving less than the $8 which he regarded as necessary for decent 
existence, while a considerably higher percentage of those less than 
twenty years of age failed to receive tlie necessary minimum.^ Virtually 
all other studies of women’s earnings during the prewar period point 
to the same fact; that at least 60 per cent did not receive wages sufficient 
for decent existence.’ That rather little improvement occurred during 


* “Women’s Work and Wages,” Quarierly Journal o/ Economics, vol. 29 (Ifllfi), pp. 

2oi-2s?r“ ' 

^ Of the (ri rls sixteen and seventeen years of age, more than 91 per cent were reeeivmg 
less than the Sliinated minimum! practically 89 per cent of the girls between eighteen and 
twenty years were earning less than the living wage ; 69 per cent of those between twenty-one 
and twenty-four years of age came within what Professor Persons considered the inade- 
quate” wage class; while 09 per cent of the women more than twenty-five years of age 
were earning less than $8. The ages and wage groups in the twelve selected industries 
stiid!^ by Professor Persons are as follows: 




Age 


10 to 17.... 
IB to 80.... 
SI toS4.... 
SO aod over. 


Number 


9,018 

13,709 

8,017 

11.904 


PercenUge 
under $4 


88.4 

10.8 

10.1 

18.0 


Fercentnge 
under fO 


39.0 

37.1 
85.5 
30.8 


Percentage 
under $8 


91 3 
79.9 
69 1 
CO.l 


Percentage 


8.4 
SO 1 
SO 9 
58. 0 


The aggregate percentage of 7S came, of course, ns a result of the very large number 
under twenty-one years of age who were receiving less than $8.00 a week, but fewer of 
these than of the older women were adrift, and not so many of the young women living at 
home had needs as great ns, or greater than, those of women adrift ns did the home-dwelling 
women more than twenty-one years of age. On the other hand, Professor Persons was 
adopting a low standard of adequacy. The budget presented in the footnote on p. 498 
would have required somewhat more than $8 a week during the prewar period. 

> A brief summary of different state investigations during the prewar period is worth 
while. A state report issued in New Jersey in 1913 showed that of 87,527 female workers 
sixteen years of age and over, 4 per cent were earning less than $4 a week, 28 per cent 1 ms 
than $6. 62 per cent less than $8, and 84 per cent less than $10. The report of the Ohio 
Industrial Commission for 1914 showed that of 98,181 female wage earners eighteen y^rs 
of age and over, 8 per cent were working for less than $5 a week, 21.4 per cent wr less than 
$6, 58.4 per cent for less than $8, and 82.4 per cent for less than $10. The California 
Industrial Welfare Commission’s first biennial report (tor 1913 and 1914) contained wage 
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the War period, in spite of the labor scarcity and the bidding up of 
money earnings of adult males, is indicated by a survey made by the 
United States Bureau of Labor Statistics in 1918 and 1919^ of some 
twenty-eight industries located in forty-three states. This study showed 
that hours worked per week by women in 1919 averaged forty-five, and 
that hourly earnings were 30.1 cents. Hence actual average weekly 
earnings when employed were $13.fi6. 

After 192S, as has been indicated earlier in this volume,^ the real 
earnings of America’s industrial workers rose, and by the end of the 
1920’a average annual real earnings per employed person were sub- 
stantially greater than they had been at the end of the War. Accurate 
information as to the extent to which women shared in this gain is not 
available, but surveys of actual money earnings during the 1920’s 
demonstrate conclusively that the problem of insufficient earnings 
continued to be prevalent during those years of the “new capitalism” 
and “high-wage policy.” Table 72 shows median earnings of women in 
manufacturing in some fourteen states during the 1920’s, as well as the 
percentage receiving less than specified amounts. It will be noted that 
while there was considerable variation between states in median earnings, 
an important percentage of the women in aU states were in the lowest- 
wage groups. This was particularly true of negro women. 

These studies by the Women’s Bureau were chiefly in low wage states, 
and it is desirable to compare the figures with average earnings of women 
in manufacturing over the entire country. The reported weekly earn- 
ings for these years are as shown in Table 73. 

It is evident that wages of women employed by manufacturing 
enterprises varied but littie, as an average for the country as a whole, 
during the years preceding the depression. It should also be noted that 
the averages are somewhat higher than those in the states listed in Table 

data for 22,072 women workers eighteen years of age and over in the principal occupations 
and industries in that state, showing that 21.3 per cent of these women received less than $8 
a week and 49.1 per cent less than 310 a week. A report of the Michigan State Commission 
of Inquiry, published in 1015, showed that according to reports from employers of 50,351 
workers in 1014, 21.7 per cent received less than 36, 51.4 per cent less than $8, and 73.0 
per cent less than $10, The investigation of the Massachusetts Minimum Wage Com- 
mission of the wages of cotton, confectionery, laundry, and store workers, made shortly 
after inauguration of the minimum wage system in 1912, showed that of 12,000 women 
eighteen years of age and over, 10 per cent received less than $4 a week, 39 per cent less than 
$6, and about 69 per cent less than $8. The Oregon Social Welfare Committee's investi- 
gation of the earnings of women workers in Boitiand in 1912 and 1913 showed that approxi- 
mately th«e-Sfths received less than $10 a week. This material from the various state 
investigations has been brought together in Laudr and Sydeustricker, Conditions o/ Labor 
in Amerirxm Inilusirica, pp. 43-47, 

> “Industrial Survey in Selected Industries in the United States,” D. S. Bureau of 
Labor Statistics, Bulletin SOB (1919). 

* Supra, pp. 92-104, 
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1 Compiled from ** Wagee of Women in IS Statesa ’’ Women's Bureau, U. S, Pepartme&t of Labor, Bulletin 86 (1931). For a similar survey of Texas by tlie Texas Bureau of 
Labor Statistics in. 1983 see Hond&ooii; of Labor Siatiatie* (1031), pp. 3G0-871. 
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72.* Of the continued inadequacy of the earnings of thousands of women 
workers to maintain decent livelihoods, the data give abundant proof. 

To complete this examination into the adequacy of the wages of 
women workers, a few words should be said about the situation in more 
recent years, especially as it is revealed by studies of particular industries. 
As almost everyone knows, a wage-reduction movement had attained 
momentum in the United States by 1931, in spite of the disposition of 
some firms to maintain wage levels early in the depression, and it is 
likely that by the depth of the depression the weekly earnings of women 


Table 73. — Aveeage Weekly Easnikgs op Wombk Euploted m Auebican 
MAOTPAC iDiaNO Indcbibies^ 


Year 

Arcrage weekly eamisga 
of women workers 

Year 

Average weekly eorniDgs 
of women workers 

1923 

$17.24 

— 

$17.42 

1024 

16.76 


17.18 

1923 

17 21 


17.62 

1926 

17.29 




^SteHtlieal Abatreci the United Statea^ 1035, p. SSI. The data are from representative 

industries reporting to the NaUonal Industrial Conference Board. 


workers had been reduced more than had those of men.® Substantial 
increases in the money earnings of those employed were efiected during 
the period of the National Industrial Recovery Administration, and the 
available evidence indicates that these gains were maintained after 
1935, women sharing along with men in the recovery movement. 
But the proportions of the problem of insufficient earnings during all 
these more recent years have been enormous, as a brief summary of the 
studies of the Women’s Bureau and other organizations demonstrates. 

‘ Attention should be called to the fact that the average used in this table is the arith- 
metic mean, whereas the median was used in the preceding one. The average for the 
country as a whole in any given year cannot therefore be compared with the state average 
for that same year. But in a general way the <hita in the two tables indicate the extent to 
winch wages in the more poorly paying states ha^ fallen below the average for the country 
as a whole. 

^ Apparently women suffered somewhat less severely from unemployment than did 
men, particularly at the beginning of the depz^ion. For evidence of the incidence of the 
employment decline upon men and women, respectively, see Bulletin 61C of the U. S. 
Bureau of Labor Statistics, pp. 1093-1098, and National Industrial Conference Board, 
JT^omcn Workers and Labor Supply^ pp. 29-42. The wage rates of women, on the other 
hand, probably were reduced somewhat more than were those of men, especially in those 
branches of industry characterized by an extremely redundant supply of women n*orkers. 
Weekly earnings of women in manufacturing, as reported in the Stalistieal Abstract of the 
United States (1935 ed.), p. 321, were as follow during the depression years: 1030, $15.09; 
1031, $14.70; 1032, $11.70; 1934, $14.44. 
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In 1927 and 1928 a comprehensive survey of the earnings of laundry 
employees, made by the Women’s Bureau,* revealed that median earn- 
ings of all women reported were $14.64, those of white women $16.10, 
and those of negro women $8,85. One-fifth of all women employees 
were found to be receiving under $10, and 53 per cent under $15, a week. 
Median earnings of white women in the cigar and cigarette industries 
were found to be $16.30 in 1929 and 1930, and those of negro women 
$10.10.® About one-sixth of the white women and one-half of the negro 
women received weekly earnings of less than $10. A survey of the 
weekly earnings of women employed in five-and-ten cent stores and 
limited-price chain department stores in 1928 showed that median 
earnings were $12, and that 25.6 per cent of the women earned less than 
$10 a week.® The New York State Department of Labor found clerks 
in 1931 to be receiving from $8 to $18 a week, and typists and stenog- 
raphers from $12 to $21.^ The median monthly salary of women office 
workers, a relatively high-paid group, was found by the Women’s Bureau 
in 1931 and 1932 to be $99, about half of these workers receiving less 
than $100 a month.' According to a survey by the same Bureau, 
median weekly earnings of women employed in Texas stores, factories, 
and laundries in 1932 were $7.65, the corresponding figure for white 
women being $8.75, for Mexican women $5.85, and for negro women 
$5.95.® The median weekly earnings of full-time workers in South 
Carolina cotton mills in 1932 were reported to be $9.65, those in Texas 
mills $11.00, and those in Maine $13.00.' A survey of the New Hamp- 
shire shoe industry in 1933 showed median earnings in different kinds 


1 “A Survey of Laundries and Their Women Workers in Twenty-Three Cities.” Women's 
Bureau. U. S. Department of Labor. BvUetin 78, pp. 63 and 66. 

* "Effects on Women of Changing Conditions in the Cigar and Cigarette Industries." 
Women’s Bureau. BuBelin 100, especially pp. 81-84. 

’ “Women in Eive-and-ten Cent Stores and Limited-price Chain Department Stores.” 
Women’s Bureau, BvUdin 76. 

* From a summary of the report in “Handbook of Labor Statistics,” U. S. Bureau of 
Labor Statistics, BvUelin 616 (1936 ed.), pp. 1109-1106. 

' “Employment of Women in OfBces,” Women’s Bureau, Bvttelin ISO. The results 
of this study are summarized in Bulletin 616 of the United States Bureau of I/abor Sta- 
tistics, pp. 1110-1114. The survey covered 4Z,127 women in seven typical cities, these 
women being employed as office workers by banks, advertising concerns, insurance com- 
panies, investment houses, mail-order companies, publishing companies, and public utUity 
corporations. The percentage distribution of monthly salaries was found to be as follows: 

Under 

$75 and under * 

100 and under * 

125andunder 150 

160 and over 


' “Women in Texas Industries,” Women’s Bureau, Bulletin 166. 

' “Hours, and Employment in Cotton Mills,” Women s Bureau, Bulletin 111, 

pp. 4-6. 
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of work to range from $9.46 to $11.60.‘ Almost half of the white women 
employed full time by Arkansas factories, stores, laundries, hotels, and 
restaurants were found to be receiving less than $8 a week in 1933, and 
two-thirds less than $10 a week.® Investigation of the leather glove 
industry of New York state in 1933 revealed that median weekly earnings 
of women employees were $13.66, with nearly seven-tenths of them 
earning less than $16 a week.’’ 

A recapitulative comparison of the earnings of diflEerent groups of 
women workers from time to time with the cost of maintaining a health 
and decency livelihood is not necessary. The generalizations emerge for 
themselves from the material summarized in the immediately preceding 
paragraphs. The majority of women workers have not received enough 
to enable them to maintain socially desirable standards of living. Survey 
upon survey and thousands upon thousands of pages of carefully compiled 
and scientifically analyzed information indicate the meagerness of the 
payments many women have received, the fluctuating and uncertain 
character of these payments, the extent to which the amounts actually 
received in a week frequently fall below the rates fixed for the week, the 
failure of a weekly living wage to constitute a yearly living income, and 
the total inadequacy of the payments in many cases as a basis for decent 
living. One other fact about the wages of women workers should be 
mentioned: the tremendous variations in payments for identical work. 
TUs characteristic of the wage structure is even more pronounced in the 
case of women’s earnings than in the case of those received by men. 
Recent investigations have yielded valuable new evidence on this point, 
but the fact of illogical variations has long been known to all intelligent 
observers of the wage structure.* Wages in the highest-paying plants in 
given industries are sometimes considerably more than twice those of the 

^ "A Survey of the Shoe Industry in New Hampshire,” Women’s Bureau, Bulletin 121. 

‘**Womeii in Arkansos Industries,” Women’s Bureau, Bulletin 12^. The median 
earnings of white women in 1932 were $8.45, and of negro women $5.60. 

^ ’’Hours and Earnings in the Leather-glove Industry,” Women’s Bureau, Bulletin 119. 

* One of the best studies made by the Women’s Bureau of the U. S. Department of 
Labor is summarized in ’’Variations in Bates under Corresponding Conditions,” 
Bulletin 122 (1935). The chaotic state of wage payments is here shown by means of com- 
paring wages in different plants in tbe same industries and by citing instances of the 
divergence of wages even in the same occupations in different plants and also in the same 
plant. The comparisons were based upon wage rates where these could be obtained, since 
rates represent the standard fixed for payment and thus eliminate such variations in 
earnings as are due to personal loss of time or to plant emergencies. Where weekly rates 
were used, the plants having similar schedules of hours to be worked for the rate set were 
selected for the comparisons so far as possible. Where information on wage rates was not 
available, the earnings used were those for weekly hours worked mthin as narrow a range 
as practicable, or those for work in a specified number of days in a week that approximate 
the same weekly hours. 
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lowest paying;* equally great Variations are to be found among plants 
within given geographical locations; and in many cases marked difierences 
are to be found in the payments of those engaged in the same occupation 
in the same plant. The moral is obvious: that the wages of women 
workers frequently bear little relationship to their value productivity 
and that the need for the type of standardizing intervention the states 
have attempted in their minimum wage systems is tremendous.® 

* For example, weekly earnings in the highest-paying of twenty South Carolina cotton 
mills and in eleven large and twenty-one small laundries in Ohio were found to be more 
than double those in the lowest-paying establishments. Median weekly rates among 
twenty-eight large New York laundries showed a difference of 86.S per cent from the lowest- 
to the highest-paying plant. “Even when allowance for all factors that might cause the 
variations had been made, comparisons made in plants under conditions as nearly identical 
as obtainable showed differences in payment so marked as to be attributable only to lack 
of wage standards.” Ibid., p. 4. 

° Some of the variation in wages may, of course, be due to variation in the capacity of 
individuals, but the .startling differences in remuneration for the same kinds of work, within 
given industries and localities and even within given plants, cannot be attributed primarily 
to tUs factor. In practice, the majority of employers do not make studies of individual 
capacity. In general the amounts the better-paying employers can afford to pay may be 
taken as a rough measure of the value of the work, and “the divergence from this measure 
in so lorgc a number of ca-ses in the same state, industry, occupation . . . and plant {^ves 
a fair indication of the haphazard status of wage payments.” Ibid., p. 2. 



Chapter VUI 
CHILD LABOR 


Few problems emerging from capitalistic conditions of production 
have been given greater attention by socially minded citizens than has 
that of child labor, and about few has there been such unanimity of 
opinion. From the enactment of the English Health and Morals of 
Apprentices Act in 180S to the American anti-child labor clauses in the 
industrial codes of the 1930’s, public opinion, with certain ever-present 
exceptions, has taken cognizance of the social and economic costs of the 
employment of young persons and has demanded an increasing amount 
of prohibition and regulation.' But child labor has persisted. The 
introduction of easily operated machinery, technical improvements mak- 
ing possible a utilization of the limited strength and energy of children 
in the operation of machines, the economic pressure of inadequate family 
incomes, the desire of employers for cheap labor, the presence of a redun- 
dant supply of youthful labor in seasonal industries and in those industries 
where homework predominates, the ignorance and avarice of some par- 
ents, the weaknesses of an educational system that has not adjusted the 
curricula to the needs of children and has therefore caused many of them 
to leave school before they should, and the inadequacy of legal restrictions 
and the very imperfect administration and enforcement of them have 
all been factors perpetuating child labor. 

The problem is not, of course, entirely a consequence of the present 
mode of producing and distributing goods and services. Children have 
always played an important part of the economic life of the people. 
Under the household and domestic systems, the labor of children was 
extensively utilized, and the apprenticeship system of the gilds of the 

^ Public opimon. as is indicated later, baa not always been as nearly unanimous in its 
condemnation of child labor os it opparently is in the fourth decade of the twentieth century. 
The mercantilist belief that the “treasure” of a nation should he augmented by utiiization 
of all labor available influenced thinking in England long after the mercantilist restrictions 
on industry and trade had been swept away, and probably the prevalent ethic that idleness 
was a vice manifested itself in thinking upon the child labor problem in both England and 
the United States for a long time. The abundance of resources awoiting the labor of man 
in the United States was another factor inducing condonation of child labor. Alexander 
Hamilton favored the development of manufactures, among other reasons, because they 
would make children “more useful and more early useful” than they would otherwise be. 
But there has always been recognition of the evils of child labor, and it is today hold to 
find an industrial problem upon which there is greater unanimity of opinion. 
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Middle Ages constituted a form of child labor. But conditions of work 
under these earlier child-labor systems were vastly different from those 
obtaining where children, like adults, are governed by a wage contract 
and where they find conditions of employment largely beyond their own 
control or that of their parents. 

Social and Economic Implications of Child Labor.— The social costs 
of child labor — costs that have to be liquidated somehow — ^have been 
commented upon so frequently that brief mention here will suffice. Chil- 
dren who spend any considerable part of their time in gainful employment 
are deprived of education beyond the minimum amount required by the 
compulsory school laws. The loss, both to the children and to society 
as a whole, is irreparable. The productivity of the victims in later life is 
lessened, the versatility and adaptability to different occupational condi- 
tions consequent upon educational opportunities are curbed, mental 
faculties are not developed for the full appreciation of the cultural values 
of life, the ignorance resulting is conducive to lack of respect for the 
normal controls in social life, and the opportunity for intelligent discharge 
of the duties of citizenship is limited. Almost invariably child labor and 
poor school attendance go hand in hand. The fifteen states that reported 
the poorest school attendance in 1920 were the same states that had the 
largest proportions of children between the ages of ten and thirteen years 
employed, and in these same states the proportions, of illiteracy among 
adults were highest. ‘ When children leave school at an early age and 
seek gainful employment, their opportunity for normal physical develop- 
ment and for the period of play that is essential to wholesome develop- 
ment during adolescence is curtailed. Normal family life very often is 
disrupted. Frequently thrown into environments that are conducive 
to harshness, crudity, roughness, and disrespect for the privileges and 
immunities of others, child workers are likely to become juvenile delin- 
quents and public charges.® As Adams and Sumner summarized these 
consequences of child labor years ago: “The employment of children 
under fourteen years of age pauperizes the parents and enforces illiteracy 
upon the children. It is one of the most prolific causes of poverty, pau- 
perism, vice, and crime in adult years, and is, in fact, a grave menace to 
the peace and prosperity of the social order.”® 

» "Cluld Labor Facts and Figures,” Children’s Bureau, U. S. Department of Labor, 
Publiealion 197 (1930), pp. 38-23. 

2 Contrary to common opinion, employment does not on the whole keep children from 
becoming delinquents. Undoubtedly there have been cases where the shift from school to 
industry has been the best thing that could have happened to the youth, but the evidence 
shows that working children are unduly numerous among juvenile delinquents, contfbuting 
a substanUally higher percentage of offenses than their ratio to the child population. Cf. 
Dorothy Williams Burke, "Youth and Crime,” Children’s Bureau, U. S. Department of 
Labor, Bulletin 196 (1930). 

^ Labor Pfobleim, p. 6S. 
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The adverse effect of gainful employment upon the health of very 
young persons is a matter of almost common knowledge. Data pertain- 
ing to accident frequency and severity rates among juvenile workers are 
older and more reliable than those pertaining to siekness, but virtually 
all the evidence available indicates a dose causal connection between child 
labor and bad health.^ The connection is inevitable. Undeveloped 
muscular and nervous systems are unable to resist the strain incident to 
many industrial occupations, and fatigue sets in quickly. The years 
between thirteen and eighteen are characterized by rapid and extensive 
physical and mental changes, and conservation of energy and physical 
resistance are more necessary, perhaps, than at any other period. When 
children must enter industry during this crucial age, they — and ulti- 
mately society as a whole — are likely to pay a price in reduced earning 
power in later years, partial or complete physical incompetence, and 
possibly economic dependence. The conditions under which many young 
persons work accentuate these deleterious physical effects. No group 
can be more easily exploited. Numerous investigations have shown that 
not only are their wages miserably low,* but that in spite of the state laws 
they frequently work long hours under conditions conducive to stunted 
growth, bad morals, and disease. Long hours and night work are espe- 
cially prevalent in industrial homework, which is difficult to regulate, and 
in the street trades; and long hours of night labor are an even greater 
evil for children than for adults, since they are likely to be accompanied 
by insufficient rest during the day. 

Child labor is generally recognized as having an insidious influence 
upon the supply of labor, and to result in unemployment and low wages 

^As illustrative: A study made in Cincinnati of S06 boys engaged in street trades 
showed that 14 per cent, or three times the normal proportion, had diseased hearts; 11 per 
cent, or five times the normal proportion, had foot defects; 88 per cent, or seventeen times 
the normal proportion, had throat infecUons. A similar study in Buffalo, covering 228 
street workers, showed one and one>haIf times the usual incidence of heart affections* A 
study of New York City newsboys showed 17 per cent of them to be afBicted with flat feet, 
as compared with 6 per cent so afflicted among aO school children. Child Labor Facts and 
Figures,” Children’s Bureau, U. S. Department of Labor, Publication 197 (1930), pp. 31-32. 

^ Data on the actual earnings of child workers are extremely hard to get, owing to the 
sporadic character of the employment of many of them. However, investigations of the 
U. S. Children’s Bureau and other bodies si^port tbe generalization that during the 1020*s 
the eanungs of the majority of child workers (those less than sixteen years of age) were not 
more than five or six dollars a week. Children engaged in industrial home work are the 
most lowly paid. The Children’s Bureau generalized upon its findings with respect to the 
eanungs of juvenile workers in industrial home work as follows: ”The earnings derived 
from home work were very small, since the rates of pay were low and much of the work 
irregular. Of 856 children who were able to give any information as to their individual 
earnings, sixty-seven per cent earned less than fifteen cents an hour, forty per cent less than 
ten cents, and twelve per cent less than five cents when working at their best speed.” 
“Child Labor in New Jersey,” Children's Bureau, U. S. Department of liubor, Pubtication 
185, p. 69. 
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for both the young workers and adults.^ Entering industry, in the 
majority of cases, because of the insecure economic position of the family, 
these workers are ready to sell their services for about what they can 
get. Inevitably, then, some adults are displaced and others are forced 
to work for lower wages than they otherwise would receive. Children 
enter industry to a considerable extent when wages are high, and by their 
presence tend to lower the earnings of adults; but they also seek employ- 
ment, in even greater niunbers, during periods of depression, and it is 
then that the results are most disastrous.^ Wages are depressed still 
more, the prevalent unemployment is accentuated, and the recession in 
business is consequently furthered. Even when the upswing of the 
business cycle gets under way, many of the children who took employment 
during the depression are likely to remain permanently attached to their 
respective industries or occupations, so dooding the labor market as to 
keep wages below the levels they would otherwise attain and leave many 
adults out of employment. One of the integral parts of the recovery pro- 
gram of 1933 and 1934 was the prevention, under the terms of approved 
industrial codes, of the competitive underbidding of child workers, the 
hope being both an immediate strengthening of the wage standards and 
employment security of adults and an avoidance of the underbidding of 
child workers after the beginning of reeovery. 

Unemployment on the part of adults, occasioned by a supply of child 
labor, lowers the productivity of the working force as a whole; and this 
tendency is accentuated by two other characteristics of child labor: the 
inefficiency and low productivity of the children themselves and the 
preclusion of those entering industry at an early age from most productive 
adulthood. Limitations of physical strength, experience, and education 
necessarily make children less productive than adults, and their employ- 
ment cannot be regarded as other than a most inefficient utilization of 
labor power. The instability and high turnover rates of child labor 
involve an economic loss of which employers are taldng increasing cogni- 
zance. Important, however, as is the fact that while the employment of 
young persons involves the use of labor at its points of lowest produc- 
tivity, the long-run preclusion of those entering industry in youth from 
‘ Chad labor is almost everywhere floating labor, and the cons^uencea are not entirely 
undesirable. A eertain amount of shitting from job to job is 
order that the youth entering industry may find the kind of work tor which he 
Nevertheless, the aggregate amount of shitting, ^ 

is much ere;ter Z is necessary or desirable J^s Woodbury s 
Woodbury, “Working Children ot Boston,” ManlUy Labor Bmew. vol. 12 (January, mi), 
pp. 63-^] showed that the proporUon of unemployed time ™ J 
from U to 23 per cent, depending upon such factors as age, sex, natavity, and degree ot 

econoimo independent. _ . pp, 4 ZM 32 ) child labor declined during the 

* As IS indicated later in this chapter (injra, pp i rit ,i,. f-nt 

depression of the 1930’s. but not more than the decline in adult ^ 

that the above-described events took place, however, there can be no question. 
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the most productive adulthood is probably more costly. Society pays a 
permanent price in lower adult productivity, because of the limited 
educational opportunities those who worked during childhood have had, 
and because of the large number of child workers who entered blind-alley 
occupations and found it impossible to make the proper vocational con- 
nections and adjustments. 

Ease of the Problem : lumbers and Occupational Distribution. — Child 
labor was an inevitable concomitant of the Industrial Revolution and the 
policy of laissez faire in England. The minute cutting up of processes 
made technically possible the employment of young persons, and the 
severe competition and consequent pressure for lower production costs 
brought an insistent demand for cheap labor. And in the factory towns 
a reserve of child labor— augmented by the breakdown of the poor-relief 
system, the mistaken Speenhamland policy, and the increase in popula- 
tion — existed, marketable at low wages. Under the policy of govern- 
mental noninterference that accompanied and apotheosized macliine 
production,^ large numbers of children inevitably came to be employed 

‘Le^slation ma enacted as early as 1802, but of very limited scope, and it was not 
until well into the nineteenth century that the most pemieious forms of child labor were 
prohibited by law. To summarize the development of the early English legislation; The 
Health and Morals of Apprentices Act of 1802 applied to cotton and woolen mills in which 
three or more apprentices or twenty or more other persons were employed. Night work by 
apprentices was prohibited and their hours of labor were limited to twelve per day; mills 
were required to be properly ventilated and kept in sanitary condition; provision was made 
that apprentices should be properly clothed, that sleeping quarters of the two sexes should 
be separate, and that a part of each day be devoted to instruction; and justices of the peace 
were required to appoint two visitors unconnected with the mills, one a clergyman, the 
other a ma^strate, who had full power to inspect the mills and to enforce the act. The 
1802 Act was not well enforced, and it lost much of its effect as the mills substituted steam 
for water power and more and more located near Uie dties because of the abundant supply 
of labor to be obtained there. In 1819 an act was enacted for the purpose of dealing with 
the problem of the employment of **free children.** This Act applied to cotton mills 
only. No child under nine was to be employed in them; and, except under certain con- 
ditions, those between nine and thirteen were not to be employed more than thirteen and 
one-holf (twelve net) hours per day or at night. The machinery for inspection and enforce- 
ment was the same as imder the earlier law. T%e act proved generally ineffective. 
Although young children were frequently employed for fifteen and tixteen hours per day, 
there were only two successful prosecutions previous to 1825. In 18S3 the third of the 
** great factory acts*’ was enacted. This measure applied to textile mills generally, except 
those engaged in the manufacture of silk, wUch was deemed worthy of a subsidy of cheap 
child labor. As under the eorlier legislation, the employment of children under nine was 
forbidden; the hours of those between nine and thirteen years of oge were limited to nine 
and of those between thirteen ond eighteen to twelve per day; work by these classes between 
8:30 7.M. and 5:30 a.m. was prohibited; and pro^dtion was made for a staff of national 
inspectors to enforce the law. In 1847, as a result in part of the agitation of Hobert Owen, 
a general ten-hour law for women and young persons was enacted. Prohibition and regu- 
lation of child labor in the mines proceeded even more slowly. In 1842 the Children’s 
Employment Commission reported that instances occurred in which children were token 
into the mines to work as early as four years of oge, sometimes at five, and between five and 
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in the mines and factories. At the beginning of the nmeteenth century, 
children five and six, and in some cases as young as three, years of age 
worked in the factories and brickyards. Approved agreements between 
manufacturers and the parish workhouses sent thousands of children 
into the factory towns, where they practically became slaves. “ A horri- 
ble traffic had sprung up; child-jobbers scoured the country for the pur- 
pose of purchasing children to sell them again into the bondage of factory 
slaves. The waste of human life in the manufactures to which the chil- 
dren were consigned was . . . frightful. Day and night the machinery 
was kept going; one gang of children working it by day, and another by 
night, while, in times of pressure, the same children were kept working 
day and night by remorseless taskmasters.”* In the mines as late as 
1840, according to the findings of the Commission appointed by Parlia- 
ment that year to investigate conditions, children five years of age were 
employed, sometimes twelve to fourteen hours a day. “Girls of six or 
eight years of age made ten to twelve trips a day up steep ladders to the 
surface, carrying half a hundred weight of coal in wooden buckets on 
their backs at each journey,” while “a common form of labor consisted of 
drawing on hands and knees over the inequalities of a passageway not 
more . tlmn two feet or twenty-eight inches high a car or tub filled with 
three or four hundred weight of coal, attached by a chain and hooked to a 
leather band around the waist.”* A physician testified before a Par- 
liamentary Committee in 1816 that of approximately twenty-three 
thousand factory hands examined by him, fourteen thousand were under 


the age of eighteen. 

England came to recognize the social costs of child labor, and by the 
middle of the nineteenth century legislation had been enacted placing 
most of the conditions of employment of young persons under legislative 
control. Since 1850, the reduction of child labor in England has been 
appreciable. The census of 1851 showed that in England and Wales 
36.6 per cent of all boys between ten and fifteen years of age were 

six, not infrequently between six and seven, and often between seven and eight, whfle from 
eight to nine was the ordinary age at which they began to work; nl» that a I^ge proporUon 
of the workers were under thirteen and a stUl larger proportion between thirteen and e JL 
een. For the most part these child workers in the mines were employed as trappers (^te 
minders), but to some extent also in pulling or pushing coal cars. ^ 

revealed comKtions the Mines BegulaUon Act was passed m 1842, the empi y- 

ment of women and girls underground and the employment of boys under P’*®' 

Thus the g^emmen^ poHcy toward child lalkir, deve oped tai^dy during the period of 

the Industrial Revolution, had become one of a ^ 

^ Edwin Hodder, Life and Work of the Seventh Earl i and 

New York, publishers. 
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employed, and nearly 20 per cent of the girls in the same age group. 
By 1911, after sixty years of development of legislative standards, 
the percentages were only about half as large as in 1851.* During the 
war, however, child labor increased appreciably, and a substantial 
proportion of the minors fourteen years of age and over are still gainfully 
occupied. On the other hand, employment of persons under fourteen 
has now been generally prohibited. In 1921, 473,800 boys and 323,500 
girls fourteen and fifteen years of age were reported to be gainfully 
occupied, and in 1931 the figures were 404,200 and 316,400, respectively. - 
Since practically none under fourteen were employed the latter year, 
the figures can for practical purposes be taken as indicating the extent 
of child labor, and can be compared with the population ten to fifteen 
years of age, which in 1931 included 1,620,431 males and 1,586,824 
females.^ 

Child labor was prevalent in the United States during the first half 
of the nineteenth century, but several factors — ^the abundance of free 
land, the dominance of the domestic system after the industrial revolution 
was well under way in the mother country, the rather slow introduction 
of machine processes into American industrial life, and the absence of 
the same pauper apprentice problem that England had to contend againsU 
— ^prevented the problem here from becoming as acute as it was in Eng- 
land. Nevertheless, public opinion for the most part condoned, and 
even approved, the employment of young persons. Manufacturers 
desired cheap labor; the prevailing conception of the social value of all 
labor provided a raiimale; and laws were, in fact, enacted during the 
colonial period to keep the apprentices imported from England at work, 
rather than to prevent their employment or limit their hours. Samuel 
Slater’s famous cotton mill, established in 1806, was operated largely 
by boys and girls of from seven to twelve years of age, and manufacturing 
enterprises were approved by Alexander Hamilton because, among other 
reasons, they would render children “more useful and more early useful 
than they would otherwise be.” A report of 1832 indicated that children 
seven to sixteen years of age constituted two-fifths of the factory workers 
in New England. Toward the end of the first half of the century, how- 
ever, public opinion began to undergo a change. Legislatures were 
petitioned to prohibit the employment of extremely young persons and 

* Census of England and Wales, 1911, Occupaiioia and Industria, Tol. 10, p. 141. 

‘ Ministry of Labour Gazette, vol. 43, pp. 51^2, 

’ Rrom age and sex distribution data in Statistical Abstract of the United Kingdom, 1935, 
p. 14. 

* Amerienn colonists did, it is true, receive from England as bound apprentices large 
numbers of orphans and children of the poor, but numerically these bound apprentices 
constituted a smaller part of the juvenile labor supply, and conditions under which they 
worked were vastly different. Cf. Marcus W. lemegan. Laboring and Dependent Classes in 
Colonial America (1031). 
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to limit the hours of others, and in the 1840’s prohibitory and regulatory 
laws began to be enacted.* 

The early legislation was, however, far from adequate, and its enforce- 
ment seems to have been extremely lax.* It is not surprising, therefore, 
that children entered industry in increasing numbers on through the 
mneteenth century. Indeed, it was not until 1920, as the following table 
shows, that the volume of child labor decreased, both absolutely and in 
relation to the total juvenile population. 


Tablu 74. — and Piiopobtion op Ckildben 10 to 15 Yeaes Old Gainfollt 
Employed, Classified bt Sex, in the Unmed States: 1880 to 1980' 



Total 

Male 

Female 

Census 

year 

■ 

Gainfully 

occupied 

Total 

Gainfully 

occupied 

Total 

Gainfully 

occupied 


number 

Number 

Per 

cent 

number 

Number 

Per 

cent 

number 

Number 

Per 

cent 

1880 

1800 

1000 

1910 

1020 

1930 

0,040,483 

8,322,373 

9,013,252 

10,828,305 

12,502,582 

14,300,570 

III 

10 . 8 
18.1 
18.2 
18.4 
8.6 
4.7 

3,370,114 

4,219,146 

4,852,427 

6,404,228 

0,294,035 

7,223,426 

825,187 

1,094,854 

1,204,411 

1,358,180 

714,248 

400,742 

24.4 

25.0 

20.1 

24.8 

11.8 
6.4 

3,273,300 

4,103,223 

4,700,825 

6,364,187 

6,207,679 

7,077,151 

289,169 

408,917 

485,767 

637,086 

346,610 

206,376 

1 


> Filtccntli Ccnaun of the United SUtes, toI. 6, Fapulatim, p. 845. 


It mil be noted that only 667,118 persons ten to fifteen years of age, 
or 4.7 per cent of those within the age group, were gainfully employed 
in 1930, as compared with 1,750,178, or 18.2 per cent, at the turn of the 
century, and with 1,990,225, or 18.4 per cent, in 1910, the year when the 
largest number of child workers was reported by the Census. It is also 


'Sporadic legislation was, in fact, enacted much earlier than the 1840s. The Con- 
necUcut legislature in 1819 passed a law requiring proprietors of manufactumg establish- 
ments in which children were employed to provide some education for them. Massachusetts 

in 188G enacted legislation requiring school attendance and permitting work by children 
under fifteen only upon condition that they bad attended school ttrM of the preceding 

twelvemonths. In 1842 Connecticut restricted the employment of chddrenimderfom^^^^ 

years of age to ten hours in cotton and woolen mills and Ma*>*»=h*“*tts the same y^ 
limited the hours of all children under twelve to ten a day. Pennsylvania forbade 

employment in textile establishments of chddren under twelve. From ^e on. 
legislation for the protection of minors was enacUd by the various stales with increasing 

'^The’iegislation, in addition to its failure to make 
frequently invited evasion by providing penalties only w en c i 

"involuntarily.” Also, it often reqmred no proof of age. and it failed to cover ma y 
occupations clearly detrimental to the well-being of young persons. 
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beyond question that some further diminution occurred during the first 
half of the 1930’s, in consequence of the anti-child-labor provisions of the 
recovery eodes. The progress toward elimination of child labor is gratify- 
ing to all who have been aware of its antisocial consequences, but still 
about half a million children under fifteen years of age, to say nothing 
of the larger number of young persons between fifteen and seventeen or 
eighteen years, are gainfully employed in the United States. 

The character and importance of the child-labor problem are, how- 
ever, to be measured by the geographical and occupational distribution 
of youthful workers as well as by the aggregate number employed. The 
distribution of child laborers among the various states and geographic 
divisions has been extremely uneven. The 1930 Census showed that 
only 1.3 per cent of all children between the ages of ten and fifteen years 
were gainfully occupied in the East North Central group of states (Ohio, 
Indiana, Illinois, Michigan, and Wisconsin) and only 1,4 per cent in the 


Table 76. — NraiBEn and Peroentaqe Dibtiubdtion, bt Genebal Dmatou or Ocobpa- 
TioNS, or Ceildben 10 lo IS Yeabb Old Gainfdllt Occupied, for the Dnited 
States, 1920 and 10S0‘ 


General divisioa of oceupatian 

1D20 

lesD 

Number 

Per cent 

Number 

Per ceot 

Agriculture 

044,174 

wn 

469,407 

70.4 

Forestry and fishing 

2,472 


1,662 


Extraction of minerals 

7,191 


1,184 


Manufocturiof^ and mechaniriil 

186,062 

17.6 

68,266 


Transportation and communication 

18,912 

1.8 

8,717 

1.3 

Trade 

93,724 

HI i1 

49,616 

7.4 

Public service (not elsewhere classified) 

1,180 

■ 3 ] 

486 


Professional service 

3,813 

m M 

4,844 

0.7 

Domestic and personal serWee 

54,00G 

6.1 

46,146 

0.0 

Clerical occupations 

79,784 

7.6 

16,803 

2.6 

All occupations 

1,060,868 


667,118 

100.0 


^ Fillccnllt Census of tlic United States, rol. PopulaHon, p. S48. 


three Pacific states. The lowest percentages were found in Ohio (1.0 per 
cent) and California (1.1 per cent). At the other extreme were the states 
in the South Atlantic division, where 9.5 per cent of the children were 
employed, and in the East South Central division, which had a cliild labor 
employment percentage of 13.6 — a consequence, of course, of the large 
number of children employed in cotton production. The states with the 
largest percentage of children gainfully occupied were Mississippi (24.9 
per cent), South Carolina (18.3 per cent), Alabama (17.5 per cent), and 
Georgia (14.7 per cent).* The occupational distribution of children 
gainfully employed in 1920 and 1930 is given in Table 75. 

^ * Fiftccath Ccasus of the United States, 1930, vol. 6, Population, p. 881. 
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The relative importance of child labor among the difiPerent lines of 
activity suggests several aspects of the problem. In 1930 more than 
70 per cent of the nation’s child workers were engaged in agriculture,' 
where their employment is generally not regulated or prohibited by state 
statutes. It is true that many phases of agricultural labor, especially 
where children are working for and with the head of the family, are not 
so detrimental to health and morals as is factory work, or as are the street 
occupations, but the superior character of agriculture as an employment 
field for children can be easily exaggerated. Child labor on the farms 
does not mean merely doing a few daily chores, for the Census counts as 
child farm labor only that toil which constitutes a material addition to 
the labor income of the farm. Probably more than homework, agricul- 
tural labor of children interferes with school attendance. Special studies 
have indicated that thousands of children in addition to those working on 
their home farms are employed as farm laborers, some of them as strangers 
in migratory camps under conditions almost, if not quite, as undesirable 
as those found in unregulated industrial employment. Employment of 
children in agriculture away from their parents' farms is especially com- 
mon in cotton and tobacco production in the South, in the beet, onion, and 
melon fields, and on the truck farms that cluster about large cities. Even 
when children are engaged in home farm work, they are subject to condi- 
tions interfering with normal growth and educational opportunities. In 
no field of employment are attempts to curb child labor confronted with 
greater difiSculties. The idea of the sanctity of the home, the sentiment 
against interfering with the parent’s control over the child, the popular 
view that farm work for children is healthful, the economic status of the 
general farming population, the seasonal nature of the work, the adminis- 
trative difficulties involved in enforcing legislation for children working 
in scattered rural districts and to a considerable extent outside school 
hours, the local prejudice against furnishing school facilities for migratory 
children, and the limitations of state jurisdiction have all been impedi- 
ments to effective control. The consequence is that this type of labor is 
practically unregulated, and the danger of overstrain and stunted growth 


is very great.® 

' It may be noted, also, that agricnlture involycd 87 per cent of all working children 

between ten and fourteen years of age. . . i • , ii,.* u.. 

* As is indicated later (fa/ra, pp. 435-437) only a small part of the legislation ftat h^ 

been enacted by the sUtes has been applicable to arm work of mnors 1“ ^ 
difficulties inherent in regulating child labor in agriculture, the White House Co^aence 
on Child Health and Protection of 1030 recommended as the most P™— 
regulation of employment of such child workers the extension of more adequate school 
relation ot empioyro , ...j. ^ rural children and their efficient enforcement, 

attendance rcqmrements and facilities to rural „ , . j 

The ConferenL insisted that rural children most be afforded 

equivalent to those afforded city children, that the age and attendance ” 
sLoling should be the same for both groups, and that districts should be responsible for 

the schooling of migratory children. 
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Another aspect of the child-labor problem, not revealed by the last 
table, is that of industrial homework. In some ways this constitutes the 
most vicious form of juvenile labor, and like agricultural work it is difficult 
to regulate.' Because the work done under the “sweating” or contract- 
ing-out system is generally capable of division into simple operations, it 
lends itself readily to the employment of even very young children. 
“Those too young to help with the more diffieult operations assist with 
the simpler parts of the work. Alm ost one-fourth of the children included 
in the study by the Children’s Bureau of the Department of Labor were 
under ten years of age, and almost four-fifths under fourteen.”^ It is 
estimated that approximately three-fifths of all industrial homeworkers 
are children under sixteen years of age.’ 

Still other aspects of the problem which the table on occupational 
distribution does not reveal are those pertaining to workers in the street 
trades and to transient youths. Of the 49,615 gainfully employed persons 
between ten and fifteen years of age engaged in trade in 1930, 31,615 were 
newsboys. The moral and physical environment of children selling 
newspapers or other articles on the streets or delivering messages is 
recognized to be more harmful, in many cases, than that of children work- 
ing in factories and stores; and, as is indicated later,’ the majority of the 
state laws fall far short of dealing adequately with this phase of the child- 
labor problem.’ The average age of children in the street trades is under 
that of child factory workers; hours actually worked are longer than is 
popularly believed; night work is common; and earnings are uncer- 
tain, irregular, and pitifully meager.® The problem of transient youths 

' Cf. mpra, pp. 397-402, where the problem of indiutrial homework is discussed in some 
detail. 

’ “ Child Labor in New Jersey.” Children’s Bureau, U. S. Department of Labor, Pvilica- 
tion ISB, p. fiS. 

' The study mentioned in the preceding footnote indicated that 63 per cent of the home- 
workers studied were children under sixteen years of age. Twenty-seven per cent were 
mothers, and the remainder were other members of the household. The families studied 
were chiefly those of immigrants, in the great majority of cases Italian. 

* Infra, p. 437. 

’ Also, the child-labor provisions of both the Newspaper Publishing .Code and the 
Grapluc Arts Code, under the NRA, were inexcusable. Neither code set a minimum age 
for carriers of papers or magazines, and only the Graphic Arts Code limited the age of 
sellers, the minimum set being fourteen years. 

> Conditions of employment of sellers and carriers of newspapers and magazines during 
the mid-103a's have been reveoled by a 1034 study of the U. S. Children’s Bureau (Publiea- 
iion SS7, “Children Engaged in Newspaper and Magazine Selling and Delivering,” 1935). 
This survey covered 4,210 children in seventeen typical cities. Comparisons made between 
conditions of 1034 and those of the period 1922-1926, when other studies had been made by 
the Bureau in four of the cities covered in 1034 showed a tendency on the part of newspaper 
distributors to employ older children, but the practice of using very young children in 
magazine distribution was found to have increased markedly. The average age of the 
1934 sellers of newspapers was found to be under fourteen years. Sixteen per cent of all 
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assumed greater proportions during the depression of the 1930’s than ever 
before. We have no accurate information as to the number of boys who 
left their homes and took to the road, either because they could not find 
employment in llieir own communities or because they were simply 
driven forth by the sheer want at home; but the increasing number of 
transients of all ages and the larger proportion which boys bore to the 
total number prove beyond doubt that the number of wandering youths 
was several times greater during the depression years than ever before.^ 
These transient boys constituted an acute social problem. They were, for 


newspaper sellers were under twelve, and 4 per cent under ten, years old. Tabulation of 
median weekly earnings and median weekly hours of the ne^vspaper sellers by age groups 
showed that the youngest boys worked the longest hours and earned the least. Seventeen 
per cent of the boys of all age groups reported earnings of less than fifty cents for the week 
studied, SB per cent earned less than $1, two-thirds less tlian «2, and only about 7 per cent 
54 or more. Tlie position of newspaper carriers was found to be similar to that of the 
sellers. The employment of youths engaged in this work is subject to even less stringent 
regulations through street-trade laws than is the employment of newspaper sellers. The 
Bureau found, howcs’cr, that some nen'spapers have in recent years adopted the policy 
of taking on no carriers under fourteen years, and a few, none under sixteen. The depres- 
sion also tended to raise the age of carriers, because boys unable to find other work kept 
their routes. In consequence of these factors, the proportion of carriers under twelve 
(in the age group ten to sixteen) was foiuid to have dropped from 30 per cent in the 1022- 
102(1 period to 0 per cent in 1034. Sixty-one per cent were found to bo fourteen and fifteen 
years of age in 1034, ns compared with 32 per cent in the earlier (1022-1020) studies. 
Eleven per cent of the carriers reported earnings of less than fifty cents a week, 27 per cent 
of less than $1. S3 per cent of less than 52. 74 per cent of less than $3, 87 per cent of less 
than S4. 04 per cent of less than 55, and only C per cent of 55 or more. CSiildrcn engaged 
in magazine distribution were, ns a group, younger than cither newspaper sellers or news- 
paper carriers, 10 per cent of those studied being under ten years of ago, 33 per cent under 
twelve, and 80 per cent under fourteen. Only a minority earned more than $1 a week, and 
those who did worked from three to more than twenty hours a weelc. ^ 

> In 1032 the United SUtes Children’s Bureau undertook a survey of conditions relative 
to transient boys under the age of twcnty-onc, the purpose being to secure defimte inform^ 
Uon as to how many boys were leaving their own homes and wandering hrough the country, 
what local communities were doing to take care of them whether lo^l ^ 

adequate to the demand, and how the boys were ■‘Ctunlly faring. Cf. Handbook of 
LaborStatistics,” U. S. Bureau of Labor Statistics, Bid/rffu 616 (1038 ed.),pp.42-44d Onjy 
indications could be secured os to the number of such young '’onsien , , 

proportions of the problem can be gleaned, however, from 

report: -Men and boys swarm on every freight in such “^it sS 

wodd be helpless to keep them off. Along the route of 

towns in Tciis, New Mexico, and Arizona reported the ^dy about 200^^ 

and boys during the winter and spring. ... In Kansas City in May ■ ■ • 

vative Lmate of the men and boys riding freighU through the ^ 

di,. 1, ti. -to.. .. » 

Amenca in Phoenix, Arm., fed and ^6 ^ 

three and one-half months ending April 4, 1®®** ' ; • , , c whom 2,069 

May, the Salvation Army reported feeding and lodging 0,561 men and boys, of whom 2,0 

were under twenty-one." ' 
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the most part, youths from substantial families, who would normally have 
been at work or in school, ‘ and the methods employed in handling the 
traditional “knight-of-the-road” transient were obviously inapplicable 
in their case.‘ The communities through which they passed were gen- 
erally too heavily burdened with the care of their own unemployed to 
be able to give these wanderers intelligent and eflFective aid. Later the 
Civilian Conservation Corps absorbed a considerable number of these 
wandering youths, and when the federal government virtually took over 
the relief activities which local communiries were financially unable to 
continue, methods of handling youthful transients underwent substantial 
improvement. Nevertheless, the depression experience with unem- 
ployed and migratory young persons revealed a problem as great as, and 
more immediately acute than, the problem of too early employment. In 
consequence of the breaking of the morale of energetic youths, the habits 
of shiftlessness and instability engendered, and the unwholesome physical 
and moral environments in which a crucial formative period was spent, 
the experience has left an inerradicable imprint upon thousands of persons 
now entering upon the years of their lives that should be those of greatest 
productivity. 

When all aspects of the problem of child labor are taken into account, 
however, it is factory work that is responsible for most of the antisocial 
consequences summarized in the preceding section of this chapter, and 
it is toward factory employment that the bulk of legislation developed 
during the last seven decades has been directed. The 1930 Census 
showed that 68,306 children between the ages of ten and fifteen were at 
work in factories or mechanical establishments, and 19,146 of these were 
between ten and fourteen years old. If the age group is widened to 
include minors sixteen and seventeen years old, the total number 
employed in manufacturing in 1930 was nearly half a million (466,861).’ 

^ ’’Social workers, police, and railroad men, who are in constant touch with these boys, 
assert their bdief that the overwhelming majority of them are young men and boys who 
would normally be in school or at work; that they ore ’on the road’ because there is nothing 
else to do — ^sometimes because sheer pride will not permit them to sit idle at home — ^some- 
times because support for the whole family came from a relief agency and was whoDy 
inadequate properly to teed the younger children; they ore, on the whole, not of the habitual 
hobo or criminal types.” IMd., p. 43. 

’ A cardinal principle in the handling of transients in the past hos been that if the transi- 
ent had a valid daim on any given community he should, if possible, be returned to that 
community, and that if he had no such daim or if for any reason he could not be returned, 
an effort should be made to secure a job for him or the training that would enable him to 
take a job in a new environment. This procedure could not be carried out in the case of 
transient youths, portly because the changed character of these transients made the old 
methods inapplicable, partly because of their increased number, and partly because tlic 
communities did not have the funds to pay transportation to the place of established 
responsibility, 

> Abtlract o/ the Fifteenlh Census of the Untied Stata, p. 336. The age distribution of 
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Textiles accounted for the largest number (20,625) of those ten to fifteen 
years of age, but children were also to be found working in canneries, ‘ 
shoe factories, bakeries, candy factories, hat, collar, shirt, and cuff 
establishments, slaughtering houses, steel mills, cigar factories, printing 
establishments, and other branches of manufacture.^ 

Child Labor under the NRA. — During the three years immediately 
following 1930, when the decennial Census was taken, the number of child 
workers in the United States decreased, the decline in employment of 
children closely paralleling the decline in business conditions. While 
annual fluctuations in the employment of young persons between the 
census years are not accurately known, and have to be estimated chiefly 
in accordance with the number of employment certificates, or work 
permits, issued in the various states and cities, information of this charac- 
ter definitely establishes a decline in child labor during the first three 
years of the depression. There is no evidence, however, that the decrease 
was greater proportionately than the decline in adult employment. 
Children of fourteen and fifteen years were still leaving school and going 
to work at a time when millions of adults were jobless. The decrease in 
employment of children, percentage estimates of which are presented in 
Table 76, reflected primarily the decline in general employment during 


persons under eighteen years employed by manufacturing enterprises in IPSO was as 
follows: 


10 to IS jfcarsn 
Hycari. «<««<•• 

]fi yenrfli < 

IGycon 

17 years 


4,701 

14,SB4 

40,iei 

149.855 

248,190 


^ In fl Guminaty of surveys of the canning industries of Delawore, Indiana, Maryland* 
Michigan, New York, Washington, and Wisconsin, the United States Children’s Bureau 
reported in 1030 that 8,403, or 6 per cent, of all employees in the S80 canneries covered 
were children. This percentage varied from 1.7 in New York to 9.6 in Maryland, indi- 
eaUng differences in the effectiveness of the child-labor laws. Working conditions were 
found to range from light tasks in clean plants to heavy work under wholly ohjecdonahle 
conditions. Except in Wisconsin and in some of the New York canneries, children were 
found to work ns long hours ns adults. Three major types of violaUon of child-labor laws 
were found: employment of children under legal age, employment of children wiAout per- 
mits, and employment of children for long hours and at night. "CM'hvn m ^mt and 
Vegetable Canneries,” Children’s Bureau, U. S. Department of Labor, Pvbltcatwn 19S, 

> 'The distribution among the main branches of manufacture of the 68,266 children ten 

to fifteen years employed in 1080 was as follows: 

^ 20,026 

Textiles 3 290 

Iron and steel and other mclala „ -.q 


-- - 

Clothing Y,S80 

Building 4 

Lumber and furniture 4 324 

Food products 2.016 

10,046 

Others* 
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these years, not progress in the elimination of child labor. It is possible, 
also, that the data collected by the Children’s Bureau on the number of 
employment certificates issued tend to exaggerate somewhat the actual 
decline between 1930 and 1933 in the employment of children. As is 
rather generally known, the most severe curtailment of the work oppor- 
tunities of children occurred in occupations for which the states usually 
require employment certificates,* and it is hardly likely that there was a 
decline in child labor in all occupations and industries employing children. 

The years 1933-1935 were marked, however, by one of the most 
significant advances in child-labor standards ever attained in the United 
States — certainly the most significant advance ever attained within such 
a short period. When the National Industrial Recovery Act was passed 
in 1933, the sixteen year minimum for general emplo}rment was on the 
statutes of only four states, three of which were primarily nonindustrial. 
In contrast, practically all the codes, beginning with that of the cotton- 
textile industry (effective July 17, 1933), prohibited the employment of 
children under sixteen years of age.® As a result, the employment of 
children under sixteen practically disappeared in the codified industries 
and trades, notwithstanding a rise in general employment. One great 
advantage of the code system, as contrasted to regulation by state stat- 
utes, was that the provisions of each code applied throughout all of the 
industry, without regard to state lines. 

The most accurate measure of the trend of child labor during inter- 
censal years is, as we have said, the number of employment certificates 
issued to children.® The following tables, based upon this measure, 
indicate the extent to which juvenile employment was curtailed during 
the period of the NRA. 

Several significant facts are revealed by examination of the two tables. 
(1) The downward trend of employment for both groups of minors during 
the pre-NRA depression years was, as has already been said, a reflection 

^ Which ore, as is indicated in the following section of this chapter, manufacturing, 
mechanical and mercantile industries, messenger service in most states, domestic service 
in a few states and dties, and only rarely the street trades. 

‘There were some exceprions. In retail trade children between 14 ond 16 were 
permitted to work part time outside school hours. The radio-brondcasting and theatrical- 
industries codes exempted children engaged in professional work. In the newspaper- 
publishing and graphic-arts codes, as already indicated (n/pra, p. 4ZG), no minimum age 
was set for selling or delivering newspapers and magazines outside school hours. A night- 
work provision was, however, included in these two codes. 

‘ The number of certificates issued is not a perfect indicator of the trend of child labor, 
since some of the states do not reqmre the issuance of certificates to children entering 
a rather large range of occupations, and a certain number inevitably go to work illegally. 
The number of certificatmg officers reporting to the Women’s Bureau (those of nineteen 
states, the District of Coliimbia, and seventy-eight cities in seventeen other states in 1034) 
is large and representarive enough, however, to indicate with substantial accuracy the 
trends of juvenile employment* 
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of the general diminution of work opportunities. In the case of the 
younger group, the more severe curtailment of employment opportunities 
in those occupations for which certificates must be obtained than in other 


Tjuils 76.— CmiDBEif 14 mt 11 Yeass or Age Eeceitiiio Fiest Reocme EiiPLOiMBm 
CEEiincAiES Aim Rate pee 10,060 or Tsese Ages ra 41 Cities, 1927-1634‘ 


Year 

Children U and U yean ol aje Nceiviog certificate} 

Number 

Bate per 10,000 chndnii 
oftbeaeagei 

Percentage ofcbaiiEe in 
role u compared irith 
previous fear 

1927 

71,666 

978 


1928 

07,199 

893 

- 8.7 

1929 

71,867 

930 

+ 4.1 

1930 

49,082 

619 

-63,4 

1981 

37,061 

460 

-26.7 

1932 

27,666 

336 

-27.0 

1933 

17,042 

210 

-87.6 

1934 

6,416 

67 

--68. 1 


> TAken Ircm EBa Uemll. “Child lAbor Ondtt th N.11.A,’’ Irior tliim, toI. <I. (DttAnihm 
IBS), p. U 80 . Ihs dAlA Alt lloM ampiled hr Ike WoieA’l BnreAU ol the D. A DepArtneel ol lebor. 


Tasee TT.-MraoBS 16 akd 17 Yeabs or Age BECEmNa Rest Eegoub Ekpuhuesi 
Cbetmcatbs and Rate pee 10,000 Minoes or These Ages in 18 Cities, 
1667-1634* 


Minim M Asd IT ycen ol epe recelvinp MrtlScAlei 


Ycat 


1067 

1028 

1989 

1630 

1931 

1938 

1933 

1934 


KnmbH 


36,686 

88,463 

87,793 


19,972 

21,977 

86,764 


Bete per 10,006 minon 
ol tbere Agei 


1,412 

1,740 

1,834 

1,082 

872 

962 

1,169 


FercentAgeofcbensem 
rete w umpired ritb 
prevloui peer 


+ 8.7 
+88.2 
-29.1 

-17.2 

-14.7 

+9.2 

+21.7 


p. use. ThU hbl. I. not itrietlp »mp.r.bhi ;Htb tbe preudmp 
iplormenl trend, nl minnr. nnder liilemi rilh to. M minor, rmleo. .nd over. 


occupations was also a factor. It should be noted, however, that the 
decline was not substantially greater in the case of the younger group 
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than in that of the older group. The difference can be explained — aside 
from the fact that the data in the second table arc drawn from a smaller 
number of cities — by the factor just mentioned: the greater curtailment 
of work opportunities in those occupations where certificates are required. 
The conclusion dictated by the fact that the two trends were almost the 
same after allowance for this element in the situation is that virtually 
no progress was made during the early depression years in excluding from 
industry children under sixteen years of age. Had such progress been 
made, their employment (as indicated by the rate per 10,000 of the age 
group receiving employment certificates) would have declined more, in 
relation to that of minors sixteen and seventeen years of age, than it 
did. (2) In the second place, the effect of the NHA in reducing the 
volume of child labor to only a small fraction of what it had formerly 
been is clearly indicated by the data in the first table. In 1033 for 
the first time the employment of children under sixteen decreased in the 
face of a revival of business and an increase in general employment, and 
this drop continued through 1934 notwithstanding a continued rise in 
the factory employment index.^ There is every reason to believe that 
without the sixteen-year minimum age limit of the NB.A codes, the 
upswing in general employment would have brought with it an increase 
in the employment of children, as it almost always has in the past. (3) In 
the third place, it will be noted that while the gainful employment of 
those under sixteen was declining in 1033 and 1934, in spite of a continuing 
rise in factory employment, minors of sixteen and seventeen years were 
going back to work in increasing numbers. The explanation lies partly, 
of course, in the greater opportunities for employment consequent upon 
the accelerated industrial and commercial activity, and partly in the fact 
that most of the jobs that had previously lent themselves to the employ- 
ment of minors under sixteen were having to be filled during the period of 
the NRA by workers sixteen years of age and over. (4) Finally, the 
tremendous extent of the decline in child labor during the 1033-1035 
period should be noted. The 1934 certificate-issuance rate in these 
representative cities was only one-fifth of the 1932 rate, and approxi- 
mately one-fourteenth of the 1929 rate. The number of certificates 
issued for work in manufacturing and in mechanical and mercantile 
establishments in 1934 was practically negligible; for the most part the 
children who obtained certificates left school to enter domestic service, to 
help at home, or to engage in other work not covered by the codes.- It 

‘ It trill be remembered (supra, p. 110) that the indc.v of factory employment 
(102S-102S average — 100) stood at S8 at the depth of the depression, in March, 1933, rose 
enough during the latter months of that year to bring the yearly average up to GO, and then 
rose to 78 by December, 1934, 

- Ella A. hlerritt, op. cit., p. 1483. In the nineteen states, the District of Columbia, and 
the seventy-eight cities in seventeen other states from which the Children’s Bureau received 
reports in 1034, only 14,167 children fourteen and fifteen years of age received certificates 
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is not an exaggeration to say that during this two-year period the employ- 
ment of children almost disappeared from manufacturing and trade. 

Since the judicial invalidation of the National Industrial Eecovery 
Administration in 1935, child labor has increased to a certain extent. 
Some employers, it is true, voluntarily maintained code standards during 
the 1935-1938 period, and the hulk of the gains of the NRA period have 
not yet been lost. But their permanent maintenance necessitates both 
an improvement in the majority of the state laws^ and elimination — 
by Federal control or some other means — of the unevenness now charac- 
terizing the protection afforded by forty-eight different states. 

State Regulation of Child Labor. — ^In both England and the United 
States children were early accorded a certain amount of legislative protec- 
tion. The development of legislation in the mother country during the 
first half of the nineteenth century has been summarized earlier in this 
chapter,* and it needs be mentioned only that since the middle of the 
century important progress has been made. In 1878 the previous English 
legislation was consolidated into one general factory act, while in 1902 
the minimum age of labor in the majority of industrial occupations was 
set at twelve years. Since that time England, as well as the important 
continental countries, has imposed greater legislative restriction upon 
the entrance of young persons into gainful employments, and the principle 
of adding to the lists of prohibited occupations by administrative author- 
ity has become well established.’ 

Legislation limiting the hours children may work is summarized in the 
following chapter,* and our attention here may be confined chiefly to 
the matter of exclusion of children from industry. The two phases 
of the problem are, of course, interwoven; frequently the statutes pro- 
hibit the employment of children imder a certain age in specified occupa- 
tions and limit the number of hours children more than that age but 
less than a somewhat greater age (frequently sixteen years) may work. 
Thirty-nine of the states have established the eight-hour standard for 
children less than sixteen years of age in one or more factory occupations, 
and thirty-four states and the District of Columbia have an eight-hour 


that year. Between 1932 and 1934 there was a decrease of 72 per cent in the total number 
of certificates issued, as compared with a decrease of about 80 per cent in the forty-one cities 
from winch the data in the first of the foregoing tables were obtained, 

^ As was said earlier, four states had a sixteen-year minimum when the NBA went into 
effect. After the Schechter decision of 193S, three states (Pennsylvania, New York, and 
Connecticut) raised their child-labor provisions to meet the NRA provisions. In 1936, as is 
indicated in more detail later, the laws of forty-one of the states permitted children to enter 
gainful employment at ages which were prohibited by the codes. 

* Supra, pp. 420-421, footnote 1. 

* For details of the regulations in the various countries see Bulletins 80, 89, SS3, and 
668 of the U. S. Bureau of Labor Statistics. 

* Ir^ra, p. £34. 
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day for children under sixteen in both factories and stores.’ Thirty-five 
of the eight-hour states also have a maxinium forty-eight-hour week, and 
four states have a forty-four hour weekly maximum for children less 
than sixteen years. Eight states still permit children between the ages 
of fourteen and sixteen to work from nine to eleven hours per day, and 
the weekly maxima in the states permitting a day of more than eight 
hours range from fifty-one to sixty hours. All but one of the states 
prohibit night work on the part of children in one or more occupations, 
twenty-one of the laws applying to aE work without exception. In about 
a score of the states the eight-hour standard appEes to aU occupations 
except agriculture without exemption. 

The movement for exclusion of chEdren from industry first attained 
momentum in the United States in the 1840’s, under the influence of the 
general wave of humanitarianism at that time.® Pennsylvania in 1848 
forbade the employment in textfie estabUshments of chEdren under 
twelve; Rhode Island in 1853 estabhshed a twelve-year limit for all 
manufactures; New Jersey in 1851 forbade employment in manufactures 
of chEdren less than ten years of age; and Connecticut in 1856 passed a 
law forbidding the employment of chEdren under ten years of age in 
manufacturing establishments, and the following year made this law 
effective by providing for a special officer to see that the age restrictions 
on employment of children were obeyed and by making the prohibitions 
appEcable to mechanical establishments as well as to manufacturing. 
After the Civil War Massachusetts took the lead in enacting child-labor 
laws, the acts of 1800 and 1867 prohibiting the employment in manufac- 
tunng industries of chEdren under ten years of age, limiting the hours of 
children from ten to fifteen years to ten a day, and providing for factory 
inspection and a minimum of schooling on the part of child workers. In 
the 1870’s an even more active agitation against child-labor began, under 
the leadership of the Working Men’s Party, the Knights of Labor, and, 
after the 1880’s, the American Federation of Labor. Numerous civic 
bodies also joined in the movement, the National Child Labor Committee 
being formed in 1904 to act as a clearing house for information on chEd 
labor, to investigate conditions, to educate public opinion, and to promote 

^ The legislative suznmarj' of this and the immediately following paragraphs is ba^ 
upon State Child Labor Standardet Chart % (Children's Bureau, U. S« Department of Labor), 
Publication 107, ** Child Labor Facts and Figures” of the Children's Bureau, National 
Child Labor Committee, Child Labor Laics and Child Labor Facts, and the information made 
available in tbe various issues of The American Labor Legislation Jlevieu) and The American 
Child, 

^ There had been anti-child-labor a^tation and pressure upon the legislatures for 
statutory enactment prior to the 1840’s. Massochusetts, in 18SG, enacted a law providing 
for the instruction of children employed in factories, and in 1842 limited the working day 
of children nnder fourteen in the cotton nulls and of children under rixteen in other branches 
of manufacture to ten hours. 
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legislation. By the early years of the twentieth century, the legislatures 
were ready to cnaet laws excluding young persons from various occupa- 
tions in which their employment was regarded os being especially harmful; 
and the volume of legislative achievement by the states in the years from 
1903 to 1916, when the first federal child-labor law was enacted, was 
tremendous.^ The period following 1916 has been characterized by the 
extension to new areas of child-labor standards already proved reasonable 
and a slow achievement of higher standards. 

As a result of the general movement against child labor, all states 
now forbid the employment of children in one or more kinds of work 
until they have passed a fixed age limit. By the end of the 1930’s, the 
fourteen-year minimum had been established for general factory work 
in all except one state,® and in all but two states both factory and store 
work on the part of minors under fourteen were barred. In four of the 
states,® the fourteen-year factory-work minimum applied only during 
school hours, and in four® children could be exempted because of poverty. 
AH but fourteen of those states having the fourteen-year minimum for 
general factory work permitted numerous exceptions. Seven of the 
states in 1936 had the sixteen-year restriction upon factory and other 
work that had been incorporated in the majority of the NB.A codes.® A 
majority of the states require documentary proof of the child’s age. 
Employment of children in other branches of industry has also been 
prohibited, although the laws fail markedly to cover all occupations from 
which children should be excluded. Agriculture and the canning of 
perishable fruit and vegetables are almost invariably exempted. By 
1937, however, children were excluded in over three-fourths of the states 
from a list of establishments including, in addition to factories, mechanical 
establishments, stores, hotels, restaurants, and bowling alleys. Thirty 

> In one year, 1003, eleven states passed fairly comprehensive child-lahor laws, five of 
these being southern states which previously had had no child-labor laws whatever . From 
1902 to 1000 forty-three stales enacted either wholly new laws or far-reaching amendments. 
In 1000 there were twenty-four states and the District of Columbia in which there was no 
minimum age for employment in factories. In 1900 only sis states were without such a 
standard. As in other fields of labor lepslation, the peak years in enactments were 1911 
and 1913, when thirty and thirty-one states, respectively, enacted such measures. In 
1916, twenty-five states took some action. Elisabeth S. Johnson, in Commons and Asso- 
ciates, BUlory of Labor in the United States, vol. 3, p. 400. 

‘Utah. However, the child-lobor law of this state forbids work by persona under 
sixteen in certain specified “dangerous and injurious" monufactuiing processes. 

• Missouri, Nevada, New Mexico, and Wyoming. 

* Delaware, South Dakota, Washington, and Wyoming. , . , 

‘ Only four states had the sixteen-year minimum for work in factories and m mechanical 

and mercantile establishments in 1938. Three others (Pennsylvania, New York, and 
Connecticut) enacted laws incorporating the sixteen-year restriction in 1936, afto the 
NaUonal Industrial Recovery Act had been declared by the Supreme Court to be 
nnoonstitutionaL 
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of the states in the middle-1930’s prohibited employment of boys under 
sixteen in mines and quarries, and in five the age limit was seventeen or 
eighteen. On the other hand, six states speeified no age restriction for 
mine work, and in the others the age minimum was only fourteen. The 
more recent tendency on the part of those experienced in drafting child- 
labor laws has been to use the general term “any gainful occupation” 
instead of a specified list, but state legislatures have been reluctant to 
enact such sweeping prohibitions. In some states, administrative ofiBcials 
or boards are given a certain amount of discretion in determining whether 
the general provision in the laws prohibiting employment in occupations 
“dangerous to life and limb or injurious to health and morals” is appli- 
cable to specific lines. The practice of setting a general prohibition in 
the law and requiring the appropriate state board or bureau to make such 
particular applications as it finds to be necessary is recognized by 
almost all students of the problem to be superior to the inclusion of 
specific lists of occupations in the statutes. In addition to these age 
restrictions, the majority of the states require certain minimum educa- 
tional achievements and the passing of a physical examination before 
the minors are eligible to work.^ 

In spite of the progress the states have made in bringing child labor 
under control since the beginning of the century, as revealed by the 
foregoing summary of the legislative provisions, the legal regulations still 
fall far short of standards that students of the problem agree constitute 
the desirable minimum. One serious dijQSculty has, of course, been the 
lack of uniformity among the various state laws — difficulty that was 
in part responsible for the federal laws of 1910 and 1919 and for the 
child-labor amendment to the federal constitution that is now pending. 
Another difficulty has been the failure to include all occupations that are 
detrimental to the health of child workers. It is of course difficult for a 
statute to be so framed that it will meet future conditions resulting from 
industrial change, and, as has been said, the practice permitting adminis- 
trative officials or boards to determine whether the general provision in 

* All tlic states now have compulsoty scbool-attendance laws, the most common require- 
ment being that children must attend school up to and including the age of sixteen unless 
they luive already completed the eighth grade. About six states still make the age only 
fourteen or fifteen, while nine have set it at seventeen or eighteen. More than half of the 
states require attendance at part-time continuation schools if children of specified ages 
have not completed the allotted number of grades. Less than haU the states in ID37 
provided that the eighth grade must be completed regardless of a child’s age, and exemp- 
tions were frequently granted in the case of family need. Eight states still require only a 
sixth- or seventh-grade education; nine demanded only literacy or lower-grade Ic.'irning; 
and nine others had no specific grade-school educational minimum for children who Imd 
reached the age of fourteen. In twenty-six states and the District of Columbia it is 
mandatory for children under sixteen to pass a physical examination in order to secure an 
employment certificate, and in eight other states the test is optional with the certificate- 
issuing ofiicec. 
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the law prohibiting employment in harmful occupations is applicable to 
specific lines of work is vastly preferable to specific enumeration of such 
occupations in the statute. But important types of child labor are not 
prohibited in a majority of the states. Agriculture, as already indicated, 
is generally exempted. The laws also fall short in that they fail to deal 
adequately with an already discussed phase of the child-labor problem,’^ 
work on tiie city streets. Only about twenty states and the District of 
Columbia have had laws regulating street work of children, and these 
laws are grossly inadequate. Only nine of the laws have been of state- 
wide application, the others applying merely to certain large cities. Some 
apply only to girls, and some do not cover all street trades. Most of 
these statutes forbid the work of children under a specified age (most 
commonly twelve) and require a special permit or badge for children 
between this specified age and sixteen. In only seven states in the 1930’s 
was the age limit for street work other than selling newspapers and period- 
icals as high as fourteen years. Even these laws, inadequate as they 
have been, have proved more diflScult to enforce than those regulating 
child labor in factories, stores, and other establishments. This has been 
especially true of those which have not required permits or badges. 

Other shortcomings of the state child-labor laws must be mentioned. 
Exemptions, such as the exemption of the “poor widow’s” child and of 
the children of “dependent parents,” have in some cases gone far toward 
emasculating the standards established by the legislature. In recent 
years the tendency has been to eliminate as many of the exemption provi- 
sions as is deemed feasible. Still another shortcoming has been the 
rigidity of the state laws. A uniform age limit for all occupations, or 
even within a given occupation, is not entirely satisfactory, because of 
the variation in the type of work and in the physical and mental ability 
of different children to meet the strain. Many of the states, it is true, set 
a general minimum age of fourteen for entrance into general factory work 
and a limit of sixteen years for the especially hazardous occupations, while 
the physical requirements and educational provisions of the various laws 
also operate to keep out of industry those who, even though they have 
reached the TniniTruim age limit, are physically unable to do the work or 
would be deprived of a minimum of education by entering gainful employ- 
ment. The state laws have not attempted to designate definite physical 
standards, but have merely contained the rather vague provision that 
children entering industry must be physically fit. Physical examinations 
are, however, only a very rough-and-ready way of meeting the needs of 
the situation, since different physical qualities are required in different 
types of occupations. The English law is, in this respect, an improve- 
ment over the American in that it requires the certifying physician to 
examine the child in the factory where he is seeking employment, and 

‘ Supra, pp. 42G-127. 
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hence gives better opportunity for the examiner to judge the physical 
fitness of the child for the conditions and processes in the particular 
employment. Laxity in the educational requirements has been still 
another shortcoming of the state laws. 

Finally, it must be mentioned that administration of the state child- 
labor laws has sometimes been inexcusably bad. Some few of the states 
have demonstrated that, given a good law, effective enforcement is possi- 
ble, but in a larger number undue laxity has virtually nullified the provi- 
sions. Frequently the necessary relationship between the issuance of 
employment certificates, the proper enforcement of school-attendance 
laws, and the inspection of establishments and imposition of penalties 
for violation has been lacking; inspection often has been loose; and in 
spite of the fact that most of the laws provide penalties of the misde- 
meanor type when violation of the law by the employer has been proved, 
court action on the whole has been rather infrequent. In some states 
the personnel of the group charged with administration has not been of 
high caliber.* It is notorious that during the depression of the lOSO’s, 
and prior to the advent of the NRA, violations in many cities and states 
became widespread. Among the recommendations of the White House 
Conference of 1930, which can be taken as representative of the more 
intelligent and enlightened opinion, for administrative improvement 
were: adequate legal provisions as to employment-certificate issuance, 
including standards for evidence of age and proof of physical fitness; 
enforcement of school attendance with special attention to the problems 
of attendance of children in rural districts and of the education of the 
so-called "migratory” child workers; methods of inspection adapted to 
good enforcement; provision of official personnel qualified by education, 
experience, and training, adequately compensated and appointed under 
the merit system, such personnel to be sufficient in number for effective 
certificate issuance, school-attendance enforcement and inspection; and 
supervision by state agencies in the development of effective administra- 
tion of each of these activities.’ 

Attempts at Federal Control. — The great diversity among the laws 
of the various states, the failure of many to include important child- 
employing occupations, the low standards established for the included 
occupations in some cases, the administrative shortcomings, and the 
supposed competitive disadvantage of employers in high-standard states 
have led to three attempts (exclusive of the akeady discussed NBA. regu- 
lation) by the federal government to prohibit and regulate child labor. 
These attempts — the so-called child-labor laws of 1916 and 1919, winch 

* These arc, in substance, the conclusions as to administration of the child-labor lavs 
reached by the White House Conference on Child Health and Protection of IDSO. 

* “Handbook of Labor Statistics,” U. S. Bureau of Labor Statistics, Bulletin 616 (103G 
ed.), pp. 41-12. 
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succumbed before Supreme Court disapproval, and the pending constitu- 
tional amendment — merit consideration in some detail. 

Federal regulation of child labor was first proposed in Congress in 
1906, when a bill was introduced prohibiting interstate commerce in 
products of mines or factories employing children under fourteen years of 
age.i This bill did not receive the support of the National Child Labor 
Committee, and doubt as to its constitutionality as well as hope that 
state standards would be improved more rapidly than they were during 
the immediately following years caused many of those keenly concerned 
about the evils of child labor to doubt the efficacy and desirability of 
federal enactments on the subject. A decade later, however, the con- 
sensus of opinion had changed. The slowness of improvement in the 
state laws brought conviction that national action was imperative. The 
Supreme Court had sustained Congress in exercising its power to regulate 
interstate commerce for the purpose of preventing lotteries,® establishing 
pure food standards,® and making a federal offense the transportation of 
women in interstate commerce for the purpose of prostitution;^ and it 
was expected that a federal child labor law based upon the interstate- 
commerce power would be regarded by the court as analogous, since it 
would be designed to protect the residents of one state from the products 
produced in another state under conditions of child labor which were 
deemed antisocial or even immoral. Both major political parties, in 
their 1916 platforms, endorsed the principle of the Palmer-Owen bill of 
1914, substantially the same as the law enacted in 1916, and numerous 
organizations aligned themselves in favor of this bill.® Finally, in 1916, 
Congress by an overwhelming vote® enacted a law which forbade the 
transportation in interstate commerce of goods produced in factories or 
canneries which within thirty days prior to the shipment of such goods 
had employed children under fourteen years of age, or had employed 
children between fourteen and sixteen years of age more than eight hours 
in any day or more than six days in any week, or after 7 p.m. or before 
6 A.M.® The law also prohibited the shipment in interstate commerce 
of the products of mines employing children under sixteen. 

* Elizabeth S. Johnson, in Commons ond Associates, History of Labor in the United 
States (The Mnnmilkn Company, New York, 1835), vol. 3, p. 488, 

® Champion v, Ames, 188 U. S. 321 (1903). 

® Hipoliie Egg Co, r. United States., 220 U. S. 46 (1911). 

* Hoke «. United States, 227 U. S. 308 (1913). 

' Among them, the National Child Lobor Committee, which hod endorsed federal 
legislation in 1914, the National Consumers’ League, the American Federation of Labor, 
tbe Federal Council of Churches of Christ in America, the Farmers’ Educational and 
Cooperative Union of America, the American Medical Association, and the International 
Child Welfare League. E. S. Johnson op, cit., p. 440. 

' In the Senate, 62 ayes to 12 nays; in the House, 337 ayes to 46 nays. 

® 30 Stat. L. 076, 1916. 
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This measure, had its constitutionality been upheld by the Supreme 
Court, would have provided uniformity of conditions so far as the employ- 
ment of children in mines and factories was concerned, but it was esti- 
mated that 85 per cent of the child workers were then in occupations not 
covered by the law, such as agriculture, mercantile establishments, and 
the street trades. During the nine months in which enforcement was 
carried on,‘ an appreciable diminution of juvenile employment in the 
covered occupations occurred, and the possibility of successful federal 
administration was demonstrated.* But in June, 1918, the Supreme 
Court by a five-to-four vote declared the act to be an unwarranted exten- 
sion of the power of Congress to regulate interstate commerce, an invasion 
of the rights of the states, and therefore unconstitutional.’ Since the 
decision was of outstanding importance in the history of cliild-labor 
legislation and of labor legislation in general, it should be examined in 
some detail. 

The reasoning by which the majority reached the conclusion that the 
act transcended the authority over commerce delegated to Congress and 
exerted power as to a purely local matter to which federal authority did 


^ From September, 1017, when the law became effective, until June S, 1018, when the 
Supreme Court of the United States declared it to be unconstitutional. 

‘ Even though the administration of the law was shortlived, it was significant os the 
first attempt to enforce a labor law on a national scale. As summarized by Miss Johnson 
in the Commons and Associates Eialory of Lahor^ the administration was as follows: *'The 
United States Children’s Bureau, through a Child Labor Division established for the 
purpose, was made responsible for the administration of the first law, under rules and 
regulations adopted by the ex officio hoard provided for in the law. The cardinal policy 
adopted for federal administration was to cooperate with the state administrative officials 
and to refrain from stepping in above state officials or duplicating their work, except in 
relatively few states where practices of administration vrere too low to be tolerated under 
federal regulations. In most states, state inspectors were given federal authority. The 
work of the federal inspectors was largely confined to those states with standards below 
those of the federal act and those where opposition to the state low prevented its enforce* 
ment. . . . Employment certificates issued under state authority bad the same force and 
effect as federal certificates, where the state certificates were approved by the federal 
administration ns being in substantial accordance with the federal requirements. The 
federal requirements for an age certificate did not toudi the question of education or 
physical fitness for work, but made ri^d requirements for documentary proof of age. 
Certificates were required for all children under sixteen years of age for work in manu* 
facturing establishments and for children sixteen and under seventeen for work in mines. 
In thirty-nine stales and the District of Columbia, tbe certificates issued under stale 
nuthorily were tentatively approved although tbe issuing of certificates was not altogether 
up to the federal standards in man^' of them. Federal certificates were issued by federal 
agents in five states, all of which were in the South.’* Op, cit., pp. 442-443. (Quoted with 
permission of The Macmillan Company, New York, publishers.) 

’ Hammer r. Dagenhart, 247 U. S. 251 (1918). The majority included Justice Day, who 
delivered the opinion of the Court, Chief Justice Wliitc, and Justices VanDcvnntcr, Pitney, 
and McBcynolds. The dissenters were Justice Holmes, who delivered the dissenting 
opinion, ond Justices McKenna, Brandeis, and CIarkc> 
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not extend may be summarized briefly. The power to regulate interstate 
commerce is the power to prescribe the rule by which commerce is to be 
governed, or to control the means by which it is carried on, and this 
control of the means “is directly the contrary of the assumed right to 
forbid commerce from moving and thus destroy it as to particular com- 
modities.” The decisions invoked as precedents (the Lottery, Pure 
Food, and Mann Act decisions) did not establish that the right of Con- 
gress to regulate interstate commerce incidentally included the authority 
to prohibit the movement of commodities, for in these cases the character 
of the things whose exclusion from commerce the Court had sustained 
was such as to bring them peculiarly within governmental authority and 
to render their exclusion, in effect, only a regulation — not a prevention 
or stoppage — of interstate commerce. “They [these cases] rest upon the 
character of the particular subjects dealt with and the fact that the scope 
of governmental authority, state or national, possessed over them is such 
that the authority to prohibit is as to them but the exertion of the power 
to regulate.” In each of the cited instances (lotteries, transportation of 
impure foods, transportation of women for immoral purposes) the use of 
interstate transportation was necessary to the accomplishment of harmful 
results. In other words, although the power over interstate commerce 
was to regulate, that could only be accomplished by prohibiting the use 
of the facilities of interstate commerce to effect the evil intended. “This 
clement is wanting in the present case. . . . The [child labor] act in its 
effect does not regulate transportation among the states, but aims to 
standardize the ages at which children may be employed in mining and 
manufacturing within the states. The goods shipped are of themselves 
harmless.” 

The remsiindcr of the decision consisted of an enunciation of the 
principles that the manufacture of goods is not commerce, irrespective 
of the fact that the goods may be intended for and afterward actually be 
shipped in interstate commerce; that the power to regulate interstate 
commerce was not intended as a means of enabling Congress to equalize 
economic conditions in the states for the prevention of unfair competition 
among them; and that Congress has no right under the Constitution to 
control the slates in the exercise of their police power over local trade 
and manufacture. “When the commerce begins is determined, not by 
the character of the commodity, nor by the intention of the owner to 
transfer it to another state for sale, nor by his preparation of it for trans- 
portation, but by its actual delivery to a common carrier for transporta- 
tion, or the actual commencement of its transfer to another state. . . . 
There is no power vested in Congress to require the states to exercise 
their police power so as to prevent possible unfair competition. Many 
causes may cooperate to give one state by reason of loca aws or con i 
tions an economic advantage over others. The commerce clause was 
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not intended to give Congress a. general authority to equalize such condi- 
tions. . . . The grant of power to Congress over the subject of interstate 
commerce was to enable it to regulate such commerce and not to give it 
authority to control the states in their exercise of police power over local 
trade and manufacture. . . . The act in a twofold sense is repugnant to 
the Constitution. It not only transcends the authority delegated to 
Congress over commerce but also exerts a power as to a purely local 
matter to which federal authority does not extend.” 

A few comments must be made. (1) The restrictive view of the 
interstate commerce power taken by the Court is apparent. “When 
the commerce be^s is determined ... by its [a commodity’s] actual 
delivery to a common carrier for transportation or the actual commence- 
ment of its transfer to another state.” In decisions rendered both before 
and after the first child labor case, however, the Court adhered to a much 
more liberal conception of the interstate-commerce power and recognized 
that influences upon intrastate commerce may be powerful enough to 
make them an appropriate subject for regulation under the interstate- 
commerce power.* The antitrust cases, it should be pointed out, involved 
substantive differences from the child-labor case, in that in them certain 
acts reducing, or tending to reduce, the flow of commodities in interstate 
commerce had occurred, whereas in the instant case the question was 
whether Congress could prohibit the transportation of commodities to 
prevent a practice it deemed to be antisocial. Nevertheless, the antitrust 
act, like the child-labor act, was based upon Congress’s power to regulate 
interstate commerce, and in its interpretation of the former the Court has 
generally taken a much more liberal view than it has in its interpretation 
of the latter.^ (2) In the second place, the Court’s conclusion that federal 
prohibition of interstate commerce in lottery appurtenances, impure 
foods, and women for immoral purposes could be sustained on the ground 
that their harmful character brought them within the province of govern- 
mental control, and therefore rendered their exclusion in effect only a 
regulation, not a prohibition, of interstate commerce, but that this elc- 

^ In the Danbury Hatters case (Loewe v, Zavhr, SOB U. S. S74» 1908), for example, the 
Court held that the fact the means operated at one end (in the form of o strike) before 
interstate transportation had commenced and ot the other (in the form of a boycott) after 
it had ended was immaterial; interstate commerce was effected by the disapproved acts. 

^ Here, as so often is true in a discussion of a Supreme Court majority ruling upon n 
legislative body's exercise of one of its powers to otUin an objective deemed by the legis- 
lators to be desirable, the words of Mr. Justice Holmes are much in point. Dissenting in 
tHs case, he said: “Congress is given power to regulate such commerce [interstate com- 
merce] in unqualified terms. It would not be argued today that the power to rcgulotc 
docs not include the power to prohibit. Begulation means prohibition of sometliing, and 
when interstate commerce is the matter to be regulated, I cannot doubt that the regulation 
may prohibit any part of such commerce that Congress secs fit to forbid. ... It does not 
matter whether the supposed evil precedes or follows the transportation. It is enough 
that in the opinion of Congress the transportation encourages the enl.*’ 
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ment was lacking in the case of prohibition of commodities made by child 
workers, must be examined. It must be admitted that a logician would 
have to sustain the lawyer’s distinction that was made. In the cases 
where prohibition had been sustained, interstate commerce was necessary 
to the accomplishment of the harmful results, and in the case of child 
labor it was not. Yet in the last analysis this distinction rests upon very 
narrow grounds. In both cases Congress by the exercise of the same 
power was attempting to prevent an antisocial or immoral act. The 
effect of the exclusion from interstate commerce, that of prevention, was 
the same, irrespective of the fact that impure foods had to enter commerce 
in order for their harmful effects to materialize, whereas children are 
harmed by too early employment, even if the commodities they make 
never cross a state boundary. (3) In the third place, two interrelated 
assumptions — that prohibition is really not prohibition, but only regula- 
tion, when the prohibited articles are harmful, and that lottery-ticket 
and impure-food transportation involve an element of harm that does 
not inhere in transportation of goods made by child workers — cannot 
escape mention. The words of Mr. Justice Holmes are sufiBcient: “The 
notion that prohibition is any less prohibition when applied to things now 
thought evil I do not understand. But if there is any matter upon which 
civilized countries have agreed . . . , it is the evil of premature and 
excessive child labor, I should have thought that if we were to introduce 
our own moral conceptions where in my opinion they do not belong, this 
was preeminently a case for upholding the exercise of all its powers by 
the United States.” Here, again, the validity of a lawyer’s distinction 
must be granted. Impure foods are harmful per se; the commodities 
made by child labor are not harmful per se. But in both cases the 
prohibition of interstate commerce was calculated to prevent the occur- 
rence of a harm. If the harmfulness of child labor were conceded, then 
no nlarmiTig or constitution-wTCcking extension of precedent would have 
been necessary for the Court to have applied its logic in other cases to 
the prohibition of interstate commerce in commodities made by children 
i.e., for it to have held that necessary regulation could be accomplished 
only through prohibition of the use of the facilities of interstate com- 
merce. (4) Finally, a few words must be said about the majority’s argu- 
ment that the power to regulate interstate commerce was not intended 
by the fathers of the Constitution as a means of enabling Congress to 
equalize economic conditions in the states for the prevention of unfair 
competition among them, and that so to exercise this power constitutes 
an invasion of the rights expressly reserved to the states by the Tenth 
Amendment. The basic question here was, of course, the ever-recurring 
one of just how far Congress may go in exercising its delegated powers 
without encroaching upon the reserved powers of the states. It needs 
only be said that a large and generally respected segment of the legal 
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profession has held for many years that the right of the states to regulate 
their own affairs docs not extend to the sending of the products across 
state lines. So far as federal interference is concerned, they may estab- 
lish any standards they wish, or no standards whatsoever, with respect 
to child labor and other phases of the employment relationship that 
properly come within their own police power. When they send their 
commodities into interstate commerce, however, these commodities 
become subject to federal regulation. Moreover, the power to regulate 
interstate commerce has been held by the Supreme Court to be the power 
to protect it; and if unequalized competitive conditions consequent upon 
the fact of voluntary adoption by some states of standards evidently 
believed by Congress to constitute good policy threaten either the volume 
or the character of such commerce. Congress is only exercising its clearly 
delegated power when it intervenes and by prohibition of the transporta- 
tion of certain commodities seeks to equalize conditions and therefore to 
protect commerce. Once more we may quote from Mr. Justice Hohnes’ 
dissenting opinion: “The act does not meddle with anything belonging 
to the states. They may regulate their internal affairs and their domestic 
commerce as they like. But when they seek to send their products across 
the state line, they are no longer within their rights. K there were no 
Constitution and no Congress, their power to cross the line would depend 
upon their neighbors. Under the Constitution, such commerce belongs 
not to the states but to Congress to regulate. It may carry out its views 
of public policy, whatever indirect effect they may have upon the activ- 
ities of the states.” 

That the judicial invalidation of the first federal child-labor law ran 
counter to public sentiment is proved by the speed with which Congress 
enacted another law, this time invoking the taxing power of the govern- 
ment. With favorable majorities as large as those of the first child-labor 
law,^ an act was passed in the fall of 1918, effective April 25, 1919, placing 
a 10 per cent tax in addition to all other taxes on the net profits from the 
products of mining or manufacturing establishments in which children 
were employed contrary to the standards of the first federal child-labor 
law.® Proponents of the new law recognized that they were perhaps 
resorting to a more drastic method of regulation than had been attempted 
in 1916, but there was hope for its constitutionality. “As the ‘power 
to tax’ had repeatedly been held to include the ‘power to destroy,’ it 
appeared probable that the Court would uphold the new act. In so 
doing, it would merely have sanctioned the same method for protecting 
children against premature or excessive labor that had already been 
upheld for protecting bankers against undue inflation of the currency, 
dairy farmers against attractively colored oleomargarine, and workers 

' In the Senate, SO ayes to 12 nays; in the House, S12 eyes to 11 nays. 

* V. S. 40 Statutes at large 1188 (Revenue Act of 1018). 
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in the match industry against phosphorous poisoning.”* Under this 
act, administration was entrusted to a newly created Child Labor Tax 
Division under the Commissioner of Internal Revenue, instead of to the 
Children’s Bureau as under the 1916 law, but the rules and regulations 
for administration adopted under the first federal child-labor law were 
embodied in the second act, and the same policies of cooperating with 
the states and of accepting state certificates were adopted.* 

The reasoning by which the Supreme Court in 1922 reached the con- 
clusion that the second federal child-labor law was no more constitutional 
than the first does not require extended exposition or comment.* The 
law was attacked on the ground that it was a regulation of an exclusively 
state function, control of child labor, and defended on the ground that it 
was a mere excise-tax measure, enacted by Congress under the broad 
powers of taxation conferred upon it by Article I of the Constitution. 
The crucial issue, as stated by the Court, therefore resolved itself into 
this: “Does the law impose a tax with only that incidental restraint and 
regulation which a tax must inevitably involve? Or, does it regulate 
by the use of the so-called tax as a penalty ?” 

It may be noted that a very considerable degree of “incidental” 
restraint and regulation in tax measures had already been tolerated by 
the Supreme Court, so long as the statutes had some revenue features. 
One of the precedents invoked by the government was the so-called 
oleomargarine case,* in which a statute taxing yellow oleomargarine ten 
cents a pound and white oleomargarine only one-fourth of a cent a pound 
was sustained. In order to protect the American cow from the competi- 
tion of cheap vegetable products, the tax was made forty times as great 
on oleomargarine tliat looked like butter as upon oleomargarine that 
did not. It is statistically accurate, therefore, to say that the ^ inci- 
dental restraint and regulation” element in this case should be given a 
weighting of 97.5, as against a weighting of 2.6 for the primary pmpose 
of taxation. Nevertheless, this 2.5 per cent was sufficient to sustain the 
statute as a constitutional exercise of Congress’s taxing power. 

In the case of the 1919 child-labor law, however, there was unfor- 
tunately lacking even this small percentage of the substance of a real 
tax. The very features of the act— the provisions of a heavy exaction 
for departure from a detailed and specified course of conduct of business 
(i.e., the prohibitions of employment and the hours regulations specified) 
and the subjection of factories to inspection by agents of the Secretary of 


* Commons and Andrews, PrinciplM of Labor Legislation (Harper and Brothers, New 
York, 1986 ed.), pp. 370-S71. 

* Elizabeth S. Johnson, op. cfl.. p- 448. _ tt □ on j -Jo,! 

’ Bailey as Collector of Internal Revenue v. DrexelFumUure Co., 860 U. S. 16-80, decide 
May IS, 1988. Only one of the justices, Mr. Justice Clarke, dissented. 

* MoCray v. United States, 196 U. S. 87. 
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Labor as well as by the taxing officers of the Treasury — ^stamped the 
so-called tax as a penalty imposed for the purpose of effecting federal 
regulation of an exclusively state function^ “ In the light of these features 
of the act, a court must be blind not to see that the so-called tax is imposed 
to stop the employment of children within the age limits prescribed. Its 
prohibitory and regulatory effect and purpose are palpable. . . . Grant 
the validity of this law and all that Congress would need to do hereafter, 
in seeking to take over to its control any of the great number of subjects 
of public interest, jurisdiction of which the states have never parted 
with, . . . would be to enact a detailed measure of complete regulation 
of the subject and enforce it by a so-called tax upon departures from 
it. . . . Taxes are occasionally imposed in the discretion of the legislature 
on proper subjects with the primary motive of obtaining revenue from 
them aad with the inddeBtsI ZBotire of discouraffng them by making 
their continuance onerous. They do not lose their character as taxes 
because of the incidental motive. But there comes a time in the extension 
of the penalizing features of the so-called tax when it loses its character 
as such and becomes a mere penalty with the characteristics of regulation 
and punishment. Such is the case in the law before us.” 

Nor did the fact that the Court had upheld federal regulation through 
an invoking of the taxing power in the oleomargarine, bank-note, and 
drug-tax cases that were cited^ establish precedent for sustaining the 
child-labor act. The laws under consideration in these cases involved no 
elaborate specifications indicating on their faces that they were for the 
purpose of regulating matters of state concern and jurisdiction through an 
exaction so applied as to give it the qualities of a penalty rather than of a 
tax. Their provisions were reasonably adapted to the collection of a tax 
“and not solely to the achievement of some other purpose plainly within 
state power.” The taxes on bank notes and oleomargarine were merely 
increases in taxes admittedly legal in their character to higher rates, and 
the objection had been that they were excessive in character. The Court 
had not been able to entertain this objection, for so long as the elements 
of a real tax inhere in a taxation measure “the discretion of Congress 
in the exercise of its constitutional powers to levy excise taxes cannot be 
controlled or limited by the courts because the latter might deem the 
ineidcnce of the tax oppressive or even destructive.” Congress, in select- 
ing its subjects for taxation, may impose the burden where and ns it 
will, and acts cannot be declared invalid merely’ because another motive 
than taxation may have contributed to their passage. But the child- 
labor law was different. Its motive was solely that of regulation and 
control; it did not merely increase a tax admittedly legal to a higher rate; 
and its provisions were not reasonably adapted to the collection of a 

> ileCray r. United States, IDS II. S. 27, Veasie Bank v. Fenno, B Wall. 6S3, and United 
S/oirs V. Doremus, 249 U. S. 86, rcspcclivdy. 
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tax. It could therefore not he sustained under the already established 
principle that a taxation act is not invalid merely because of its inclusion 
of some motive other than taxation and because the tax may bear oppres- 
sively upon some persons or groups. 

The harm that may inhere in the adoption of constitutionally pro- 
hibited measures under the guise of exercising some constitutional pre- 
rogative may be conceded. One can agree as a matter of constitutional 
government in a system of divided powers with the much quoted state- 
ment of Chief Justice Marshall more than a century ago: “Should Con- 
gress in the execution of its powers adopt measures which are prohibited 
by the Constitution; or should Congress, under the pretext of executing 
its powers, pass laws for the accomplishment of objects not entrusted to 
the government, it would become the painful duty of this tribimal, should 
a case requiring such decision come before it, to say that such an act 
was not the law of the land.”* There was some suggestion, in the lan- 
guage of the child-labor decision, that the Court felt itself to be performing 
a “painful duty.”* It evidently believed, however, that a line must 
be drawn somewhere on the use of the taxing device to give Congress 
unlimited power to regulate; and it drew this line by saying, in substance, 
that a law enacted under the taxing power is constitutional when it 
contains some elements of a revenue measure and is not palpably and 
exclusively for some other purpose, but that otherwise it cannot be upheld 
under the constitution of the United States. Nevertheless, it is proper 
to recall that the element of regulation was preponderant in both the 
oleomargarine and the state bank-note taxes,* and that the reasonable 
adaptation of the provisions of these laws to tax collection was not of 
controlling importance, inasmuch as the taxes imposed were expected 
to regulate and prohibit rather than to raise much revenue. Perhaps 
our system of division of powers dictates that Congress can exercise its 
delegated powers almost entirely — but not entirely ^for purposes of 
establishing regulations which it could not otherwise maintain. The 
authors are not prepared to deny that the ark of our governmental cove- , 
nant may have been preserved when a nominal tax measure the purpose 
of which was 97.5 per cent regulation and only 2.5 per cent revenue was 
sustained but one the purpose of which was 100 per cent regulation was 

* In McCvUock V, Maryland, 4 Wheat. 316, 423 (1819). 

* Chief Justice Taft observed: “We cannot avoid the duty of [refusing to sustain Con- 
gressional enactments dealing vith subjects entrusted by the constitution to the states] 
even though it require us to refuse to give effect to legislation designed to promote the 
highest good. The good sought in unconstitutional legislation is an insidious feature 
because it leads citizens and lepslators of good purpose to promote it without thought of 
the serious breach it will make in the ark of our covenant or the harm which will come from 
breaking down recognized standards/' 

® In the latter case there was also involved, of course, the power of Congress to regulate 
the currency and provide uniformity thereof 
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invalidated. They are prepared, however, to observe that the child-labor 
decisions, like many others, demonstrate how necessary is some modern- 
ization of this ark through the process of constitutional amendment. 

The Proposed Child-labor Amendment. — The apparent impossibility 
of circumventing constitutional — or perhaps more accurately judicial — 
hindrances to federal legislation regulating and prohibiting child labor 
convinced those active in the movement that only one alternative 
remained: that of a constitutional amendment. From 1922 to 1924 
efforts were bent in that direction, and in June, 1924, the following amend- 
ment was submitted to the states for ratification 

“Section 1: The Congress shall have power to limit, regulate, and 
prohibit the labor of persons under eighteen years of age. 

“Section 2: The power of the several States is unimpaired by this 
article except that the operation of State laws shall be suspended to the 
extent necessary to give effect to legislation enacted by Congress.” 

When the amendment was passed by Congress, it was expected that 
ratification would be accomplished within a comparatively short period 
of time. The enactment of two laws by overwhelming votes had demon- 
strated popular desire that uniformity be established among the several 
states and that standards in the more backward of them be leveled up at 
least to the average. A material increase in the number of employed 
children after the invalidation of the second child-labor law, evidenced 
by the increase in the number of employment certificates granted in 1922 
and 1923,’ demonstrated anew the need for federal intervention. There 
hod, it is true, been some forebodings in Congress of the opposition that 
was later to become so solidified and effective that by 1938 the amendment 
still required ratification by eight more states. “If this amendment 
shall be made to the Constitution,” pontificated Senator Stephens of 
Mississippi, “there is no doubt that in a few years there will be attempts 
made to prohibit not only work on the farm but also work of every charac- 
ter by children under eighteen years of age. This is a socialistic move- 
ment and has for its ends purposes far deeper and more radical than 
appear on the surface. It is part of a hellish scheme laid in foreign 
countries to destroy our Government. Many of the propagandists of 
the measure arc communists and socialists. . . . The child becomes the 
absolute property of the Federal Government.”’ Comparatively few 
of the national legislators seemed, however, to share the Mississippi 
solon’s alarm or his conviction as to the existence of a sinister foreign 
plot, and the amendment was sent on to the states. Then the forces of 
' In spite of tlic opposition in Congress, discussed sborlly, the Amendment passed with 
little diOicnlty, In the House the vote was 297 to G9, nnd in the Senate GI to 23, 

’ Testimony of Miss Grace Abbott, then Chief of the Children’s Bureau, Senate Ueat- 
irtffson Child Amendment loihe Constitution^ pp. 37, 39, 30, nnd 31. 

‘ Quoted by Elizabeth S. Johnson in Commons nnd Associates, nitlory of Labor in the 
United Slates (The Macmillan Company, New York, 1935), vol. 3, p. 445. 
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opposition were mobUized, and for a time were extremely successful. 
During the three years immediately following passage of the amendment 
by Congress, only five states ratified it. Thereafter, with the exception 
of Colorado, which ratified in 1931, no state took action until 1933. By 
Jan. 1 of that year the total number of states ratifying was thus six, while 
the number which had rejected by vote of both houses was twenty-three 
and by vote of one house twelve. 

During and after 1933, however, the ratification movement again 
made progress. The effects of three years of depression, the fact that in 
some cases children were taking work which unemployed adults might 
have performed, and the example and influence of the NRA-code prohibi- 
tions combined to stimulate anti-child-labor sentiment, and during 1933 
ratification of the amendment was secured in fourteen states. Some of 
these states had previously rejected the proposal, but later reversed their 
decisions. Four more ratified in 1935, none in 1936, and four in 1937. 
Twenty-eight states have therefore ratified, and eight more are needed to 
make the amendment part of the Constitution of the United States.* 

The failure of a sufficient number of legislatures to ratify the amend- 
ment during the fourteen years following its submission to the states 
presents a most significant example of the manufacture of attitudes and 
of the manipulation of group psychology. A few words about the general 
character of the opposition and the arguments made agaiust ratification 
are therefore not out of point. 

The main forces of opposition were the National Association of Manu- 
facturers, the cotton textile interests of North Carolina, and the American 
Farm Bureau Federation,* but a host of other organizations— the inspira- 
tion for and parentage of which could easily be detected* — such as the 
Citizens Committee for the Protection of Our Homes and Children, the 
Sentinels of the Republic, and the Fanners States’ Rights League, Inc., 
quickly sprang into existence. Several individuals of prominence in the 

* The states which have already ratified, and the year of ratification, are as follows: 
Arkansas (1924), Arizona (192fi), California (1926), Colorado (1931), Idaho (1936), 
Illinois (1936), Indiana (1935), Iowa (1933), Kansas (1937), Kentucky (1937), Maine 
(1933), Michigan (1938), Minnesota (1933), Montana (1927), Nevada (1937), New Hamp- 
shire (1933), New Jersey (1933), New Mexico (1937), North Dakota (1933), Ohio (1933), 
Oklahoma (1933), Oregon (1933), Pennsylvania (1933), Utah (1936), Washington (1933), 
West Virginia (1933),' Wisconsin (1926), Wyoming (1936). 

» In the Congressional hearings, the opposition of the American Farm Bureau FederaUon 
marked the first appearance of a farmers’ organization in opposition to federal child-labw 
lepslation. On the other hand, the sentiment of the National Grange at the time of the 
hearings was apparently favorable to the amendment, although it was not represented at 
the hearings. , , , 

• The story of the fight against the amendment and of the ultimate sources of much 
of the propaganda is admirably told by Elizabeth S. Johnson in Commons and Associates, 
Biatory of Labor in the United States (The Macmillan Company, New York, 1936), vol. 3, 
pp. 443-460. 
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country joined in the attack. The prestige of the Catholic Church was 
invoked to help defeat the amendment, although the Church officially 
took no position and a number of influential Catholics, like Father John A. 
Hyan, vigorously supported it. The arguments advanced were various. 
The grant of power to Congress, it was declared, was so wide that 
practically complete control over the lives of persons under eighteen years 
of age could be established if Congress choose to exercise its power. The 
authority to limit, regulate, and prohibit the “labor,” instead of merely 
the “employment,” of minors proved an intention to invade the home, 
“nationalize our children,” and prevent farm children from doing their 
customary chores. Many an American farmer became terrified when 
he had presented to him the picture of an inspector’s appearing at the 
door and refusing to let seventeen-year-old Johnny help milk the cows. 
The rights of the states were being taken away and local self-government 
destroyed; the Fourth Amendment, guaranteeing protection against 
unreasonable seareh and seizure in the homes, would be nullified by the 
new amendment; control of education would be placed in a political 
bureaucracy in Washington which might discriminate against the paro- 
chial schools; Congress, as part of its control over the labor of persons 
under eighteen, might decide that all must undergo compulsory military 
training and service; and, in general, a vicious tendency to subordinate 
to federal control all local activities, the police power of the states, and 
the private rights of individual citizens would be encouraged to the extent 
that "the destruction of the Republican form of government” would 
ultimately result. Some of these arguments rested upon such far-fetched 
and romantic assumptions as to the actual power granted to Congress 
and as to the manner in which Congress would exercise its power that 
they necessitate little or no comment, but others should be examined 
briefly. 

There can be little question that the failure of the amendment to 
secure ratification within a comparatively few years after its submission 
to the states was in part due to the wide grant of powers to Congress. Its 
advocates designed it to include whatever child-labor legislation Congress 
might in the future see fit to enact, and they therefore set an eighteen-year 
age limit and used the word “labor” instead of “employment,” thus 
avoiding the uncertainty as to whether the amendment granted power 
over the work of children who might not be on an establishment payroll 
because they were working with tWr parents. It was desired to include 
the power to regulate agricultural labor because of the possible growth 
of large-scale industrialized agriculture which might in the future need 
more or less extensive regulation. The erroneous conclusion which many 
drew from the broad language of the amendment was that the authoriza- 
tion to Congress to legislate concerning the labor of persons under eigh- 
teen years of age meant actual prohibition of all work by such persons. 
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Any constitutional amendment necessitates general language. The 
most casual student of constitutional government knows that we look 
to the constitution for broad grants of power and to the lepslation enacted 
thereunder for the detailed and limited exercise of the power so granted. 
In fact, few principles arc more firmly entrenched in the traditions of 
constitutional government than the one which marks the line of demarca- 
tion between the constitution itself and legislation enacted under it. 
Chief Justice Marshall stated the matter clearly more than a century 
ago: “It must have been the intention of those who gave these powers to 
insure, so far as human prudence could insure, their beneficial execution. 
This could not be done by confining the choice of the means to such 
narrow limits as not to leave it in the power of Congress to adopt any 
which might be appropriate, and which were conducive to the end. This 
provision is made in a constitution intended to endure for ages to come, 
and consequently to be adapted to various crises of human affairs. To 
have prescribed the means by which government should, in all future 
time, execute its powers, would have been to change entirely the character 
of the instrument and give it the properties of a legal code.”* So long, 
indeed, as representative government is maintained, citizens have to 
entrust powers to their legislators, “One who feels that legislators can- 
not be trusted with power had best retire from civilized society.”® 
Moreover, it must be recalled that the states have always had powers 
to limit, regulate, and prohibit child labor as great as those the amend- 
ment delegates to Congress, and that the legislative power of Congress is 
limited by due process and judicial review. Almost a century ago child- 
labor le^slation began to appear upon the statute books of the states; and 
during this whole period no state has regulated the labor of children on 
their home farm, invaded the home under the guise of regulating child 
labor, found its prohibition of premature employment operating to 
destroy the republican form of government, or been repaid for its solici- 
tude concerning the health of its youth by their automatic conversion to 
Bolshevism. “By what strange alchemy will the power to regulate child 
labor become so fraught with peril when entrusted to the national govern- 
ment? Are the men whom the states send to Congress possessed of some 
strange virus which makes it unsafe to give them power exercised as a 
matter of course by legislators who remain in the state capitals ?”* It 
must be recalled, also, that the legislative power exercised by Congress 
under the amendment— like all of its powers— would still be subject to 
judicial supervision and to the restraints upon arbitrary action which are 
included in the Bill of Rights. Some of the opponents, in arguing that 

^ In McCvllougk Maxylandt 4 Wheat. 316, 416. 

* Chamberlain, Diirlingham, Gardner, and Gray, Chxldliohor Amendmeni, ArffUTttenifor 
Raiificalton (National Child I/abor Committee publication. 1934), p. 13. 

* Ibid., p, 16. 
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Congress would be free of all constitutional and judicial restraints merely 
because of the amendment, have either engaged in deliberate misrepre- 
sentation or else have demonstrated a deplorable ignorance of the prin- 
ciples of constitutional government. A constitutional amendment giving 
Congress jurisdiction over a certain subject matter does not repeal all 
checks upon the exercise of this jurisdiction, for constitutional limitations 
upon Congressional legislation are carried over to new amendments as a 
matter of course.* It is true that subsequent legislation or amendment 
repeals earlier provisions that are necessarily in conflict; but the proposed 
child-labor amendment would repeal the other constitutional restrictions 
upon arbitrary Congressional enactments, as four distinguished members 
of the American legal profession have recently pointed out,® only if it 

’ The judicial history of the Sixteenth and Eighteenth Amendments may he cited os an 
example of the principle that constitutional limitations upon Congressional legislation are 
carried over to new amendments os a matter of course. The former provided that "Con- 
gress shall have power to lay and collect taxes on income, from whatever source derived, 
without apportionment among the several states, and without regard to any census or 
enumeration.” If the position of opponents of the proposed child-labor amendment that 
Congress would be capable of exerdsing its power irrespeedve of ail other constitutional 
restraints were correct, it would have fallowed that so long as Congress levied a tax upon 
income, there could be no constitutional restraint upon its action. But in the first cose to 
arise under the amendment [Brtukaber v. Union Pacifie RaHroad Co., 240 U. S. 1 (1010)] the 
Court pointed out that an arbitrary tax, amounting to confiseation, would be invalid. The 
principle that constitutional limitations upon Congressional legislation carry over to new 
amendments is probably even more strongly demonstrated in the case arising out of the 
attempt by Congress to tax the salaries of federal judges. The language of the Sixteenth 
Amendment, "from whatever source derived,” would seem to justify such taxation if other 
constitutional provisions had been rendered inoperative so far as the subject matter of the 
Sixteenth Amendment was concerned. But the Supreme Court decided that the language 
could not be construed to conflict with Article III, Section I, of the Constitution ("the 
judges . . , shall at stated times receive for their services a compensation which shall not 
be diminished during their continuance in olEce'’) and that Congress was withont power to 
levy an income tax upon the salary of a federal judge during bis tenure of office [Etam v. 
Oorc, iBS IT. S. 245 (1920)]. Other cases arising under the Sixteenth Amendment demon- 
strating the some principle arc ilUct v. Graham, 208 U. S. SOI, Mclealf and Eddy c. Mitchell, 
200 U. S. 614, and National Life Insurance Co, v. United States, ill U. S. 608. Cases arising 
under the Eighteenth Amendment also furnish examples, the Supreme Court holding that 
the power given Congress to enforce by appropriate legislation the prohibition against the 
manufacture, sale, or transportation of inloxicaUng liquors did not remove this legislation 
from the limitations imposed by the Fifth Amendment. In the first case to arise, the 
Court said, “While recognizing that there are limits beyond which Congress cannot go in 
treating beverages as witlun its power of enforcement, we think those limits ore not trans- 
cended by . . . the Volstead Act” (National Prohibition Cases, 263 U. S. 350). In a 
later case the Court declared that what it "may consider is whether that wliicli has been 
done by Congress has gone beyond the constitutional limits upon its legislative discretion" 
(Eecrard Breaeries v. Day, 205 U. S. 645). Other cases arising under the Eighteenth 
Amendment, exemplifying the same prininplc, arc Carroll r. United States, 207 U. S. 132, 
State r. Knudsen, 164 Wash, 87, cert. den. 281 U. S. 745, and Salata r. United States, 280 
Fed. 125. 

* Joseph P. Chamberlain, Professor of Public Law, Columbia University: Charles C 
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read: “The Congress shall have power to limit, regulate, and prohibit 
the labor of persons under eighteen years of age and its power shall be 
limited by no other provision of the Constitution.” The amendment does 
not so read. There is absolutely no precedent for believing that the 
power granted by it would in some inexplicable manner be clothed with 
immunity from the constitutional restraints universally imposed upon 
Congressional action.^ 

It is perhaps sufficient to point out, as has been done in the preceding 
paragraphs, that any part of the constitution has to be phrased in broad 
terms, both necessity and long tradition dictating generality of language; 
that the line of demarcation between the constitution itself and legislation 
under it has always been, and necessarily will continue to be, drawn; that 
legislators must be entrusted with power unless representative govern- 
ment is to be superseded by some other kind; that the amendment dele- 
gates to Congress no greater powers over child labor than the states have 
always possessed; and that the legislative power of Congress is limited 
by due process, all the provisions of the constitution, and judicial review. 
Nevertheless, the charge that the words of the amendment are of danger- 
ously broad connotation recurs so frequently that a few comments upon 
these words must be included in our discussion of the pending amendment. 
The three to which objection is most frequently raised are “labor,” 
“regulate,” and “prohibit.” They may be considered in this order. 

1. Zo6or,— The reasons why the word “labor” was preferred to the 
word “employment” have already been stated.* They were valid 
reasons. It was, however, the inclusion of this word that raised a large 
part of the alarm occasioned by the proposed amendment, and that gave 
the National Association of Manufacturers and other bodies an oppor- 
tunity they did not let slip by to bring to their side members of the 
agricultural community and religious and other groups fearful of an 
undermining of the home. Since the dictionary tells us that labor 

Bwlingham, former president of the Aasodntion of the Bar of the City of New York; W. W. 
Gardner, Legislative Drafting Research Fund, Columbia University; and Herman A. Gray, 
Professor of Law, New York University Law School, Cf. Child Labor Amendment, Argv. 


mentfoT Ratification, pp. 20-23. 

' One of the mildly amusing t-o - . , , , i , i. 

it would n ullify the Fourth Amendment, which guarantees ‘ the right of the people to be 
secure in their homes.” The contention that the child-labor amendment would have this 
effect necessarily has to rest upon five assumptions: (c) that the restraints imposed upon 
Congressional action would be nullified by the subsequent amendment, contr^y to the 
established principle that constitutional limitelions upon Congressional legislation arc 
carried over to new amendments; (6) that the proposed amendment authorises regulalions 
within the home; (c) that Congress would exercise this power; (d) that enforcement of 

laws enacted under the amendment would involve the “unreasonable searches and seizures 

forbidden by the Fourth Amendment; and (e) that the Courts would not mterfere. Each 
of these assumptions is falladous* 

* Supra, p, 460. 
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includes both bodily and mental effort, Congress, when it set about 
exercising the powers granted it “to their utmost extent,” would take 
over control of virtually all phases of the life of minors under eighteen.' 

Dictionary definitions arc, however, not sufficient in court determina- 
tion of the meaning of a part of the Constitution, and therefore of 
whether a statute is consistent with the Constitution. Indeed, the 
Supreme Court of the United States has specifically observed that in 
determining the meaning of a word so broad as “labor” the dictionary 
meaning alone cannot be taken.^ One of the long-established principles 
is that a constitutional amendment must be construed in the light of 
the condition of affairs out of which arose the occasion for its adoption.' 
As Justice Story expressed it years ago: “Perhaps the safest rule in 
interpretation, after all, will be found to be to look to the nature and 
objects of the particular powers, duties, and rights, and with all the 
lights and aids of contemporary history, and to give to the words of each 
just such operation and force consistent with its legitimate meaning as 
may fairly secure and attain the ends proposed.”' The end sought by the 
proposed child-labor amendment is the conferring upon Congress of 

> The argument that Congrees, when authorized to limit, regulate, and prohibit the 
"labor" of persons under eighteen years of age, would “nationalize the children" has 
already been mentioned. It was probably the most completely absurd of all the arguments. 
The comments of Messrs. Chamberlain, Burlinghem, Gardner, and Gray are worthy of 
quotation: "Diligent but unsuccessful effort has been made to understand predsely what is 
feared. It [the cry of ‘nationalization of children’] summons to mind a horde of wild 
children, alternately screaming invectiec at their parents and nlle^ance to their country. 
More charitably, it may be feared that children will acquire subversive doctrine unless sent 
to the mill or the factory at an early age. Perhaps the cry of ‘nationalization’ is n varia- 
tion of the more familiar argument ... that the proposed amendment gives the Congress 
the power not only to regulate the employment but also the family life of the child. In 
whatever form tins undefined but oft-repeated fear may be expressed, it would seem that 
it hardly can gain reasonable character.” Op. cif., p. S3. It was also declared by some 
that the power to regulate “labor" would insure compulsory military training and service 
of all persons under eighteen years of age. The reasoning was that “labor” is equivalent 
to militory service, and that "regulate, limit, and prohibit” is equivalent to "control." 
The ridiculous part of this argument is that Congress already has the power to require 
military training and service. Article I, Section 8, Clause 12 of the Constitution authorizes 
Congress ’’ to raise and support armies.” In other words, some of the opponents of ratifica- 
tion would have one believe that Congress, after having failed to exercise a clear grant of 
power for over IfiO years, would seek to require military service under the guise of protec- 
tive labor legislation. 

»In Gompm r. Vnitci Siatet, 233 D. S. 604, CIO (1914). 

’ With respect to the Fourteenth Amendment, tiic Supreme Court said: “The safe 
way to read its language is in connection with the known condition of affairs out of which 
the occasion for its adoption may have arisen, and then to construe it, if there be therein 
any doubtful expressions, in a way, so far ns is reasonably possible, to forward the known 
purposes or object for which the amendment was adopted," Maxiccll r. Dow, 176 U. S 
381, G02. 

' In Prigg r. Pmniykania, 16 Pet. 389, 610-611, 
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some of the powers now possessed by the states to regulate child labor. 
It is inconceivable that the Supreme Court would depart from the 
precedent and policy to which it has always adhered and sustain as 
consistent with the amendment a statute regulating phases of the lives 
of individuals not contemplated by Congress when it passed, or by the 
state legislatures when they ratified, an amendment authorizing regulation 
of the “labor” of minors. Moreover, the word “labor,” as used in 
statutes, has already received extensive construction by the courts, and 
invariably the approach has been directed toward consideration of what 
types of activity were intended by the lawmakers to be included.^ 
There is not the slightest reason to believe that the Supreme Court 
would hold that the construction placed upon the word “labor” in the 
amendment should be governed by principles and an approach different 
from those governing its construction of the word in statutes. 

g. Regulate . — ^The argument that the term “regulate” is so broad as 
to constitute an unwarranted delegation of power to Congress is drawn 
chiefly from some of the broader expressions of the content to be given 
the word as it is used in the commerce clause of the constitution.* It 
does not follow in any sense that the connotation given the term in the 
commerce clause would apply, unchanged, to its use in the child-labor 
amendment. As has just been said, the courts have always recognized 
that a word must be construed so as to accord with the purpose underly- 
ing its use. As Mr. Justice Holmes put it: “A word is not a crystal, 
transparent and unchanged; it is the skin of a living thought and may 
vary greatly in color and content according to the circumstances and the 
time in which it is used.”’ The word “regulate” appears in a number of 
places in the constitution. Congress is given the power to “regulate” 


>'ln my Trinity Church «. United States. MS U. S. 487, 461 (1892), the Supreme Court 
had occasion to interpret the expression "to perform labor" in the laws forbidtogjhe 
importation of persona under contracU of labor. The Court, after observing that aU 
laws should receive a sensible construction,” held that Congress could not have intended 
to include in that law a minister of the gospel under contract to preach in the Umted 
States. In a subsequent decision {United States v. Laws, 163 U. S. 268) the Court apphed 
the same principle to the case of a chemist hired to work on a sugar plantafaon. The worf 
"labor” has also received extensive construction in the state courU mth regard to the 
Sunday labor laws. Ciiy of Topeka v. Crawford, 78 Kan. m {im); Cortesyv. Temto^, 
6 New Mex. 682; Bloom o. Richard,. 2 Ohio St. 387 (1863); v. Ksmp 97 Mass. 166 
(1887). All these decisions show clearly that the approach of tte OTints is Erected pnma^ 
rily to consideration of what types of activity were intended by the lawmakers to be pro- 
hibited. The National Child Labor Committee’s legal experts have W able to find no 
case where the question has even been raised that the ordinary tasks of the 
stitute “labor” within the meaning of the statutes. Chamberlmn. Burlingham. Gardner. 

AsTn Mo2oaTi!"SN. H. and ^70 

and N. 0. Railroad v. Brotherhood of Railway and Steamship Clerks. 281 TJ. S. 648, 670. 

’ In Toume s. Eisner, 246 U. S. 418, 426. 
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elections,* the value of money," the land and naval forces,® the appellate 
jurisdiction of the Supreme Court, ^ and the territory and property of the 
United States.® The subject matters of these several regulations differ, 
and the connotations given to the world must differ accordingly. No 
court has ever thought of holding otherwise. It would be as reasonable 
to contend that the connotation given the term in the commerce clause 
must apply without change to these diverse powers as that it must apply 
unchanged to its use in the child-labor amendment. 

S. Prohibit . — Some of the opponents of the amendment have pointed 
to the inclusion of the word “prohibit” as evidence of a sinister purpose 
to carry federal regulation beyond all reasonable limits. Unless it be 
considered a pure redundancy, the argument goes, the word must mean 
something in addition to the power granted by the inclusion of the word 
“regulate.” It need only be said that the word “regulate” does not 
include in its connotation reasonable prohibitions (which Congress and 
the ratifying legislatures of course wanted to make possible), and that 
only a very careless draftsman would have left out the word “prohibit” 
on the assumption that the power to “regulate” implies the power 
reasonably to prohibit. In fact, court decisions show clearly that the 
power to regulate, when not coupled with the power to prohibit, does not 
by implication authorize prohibition.® The alarm as to a hidden purpose 
occasioned by the use of the word “prohibit” in the amendment is — 
granting the intellectual honesty of the alarmed persons — a trifle hard to 
understand. Of course the enactors and ratifiers of the amendment 
wanted to enable Congress to prohibit the labor of those too young to 
be at work, and it would have been absurd to have assumed that this 
power to prohibit is implied in a word in which the courts have held it is 
not implied. 

It remains only to consider briefly one of the latter-day arguments 
advanced against the proposed child-labor amendment: that it is no 
longer open for ratification. This is an argument of the 1930’s. As we 
have filrcady noted,’' only five states ratified the amendment during the 

I ArUcIe I, Section 4. 

• Article II, Section 8. 

^Ibid. 

* Article III, Section S. 

' Article IV, Section 8. 

0 The Massachusetts Supreme Court (in re Opinion of the Jnslieee, £32 Mass. COS) has 
held that the state constitutional amendment allowing public advertising to be “regulated 
and restricted" did not include the power to prohibit such advertising; an. Illinois court 
has held that the power gr.mtcd to a city to “regulate" the use of its streets by automobiles 
docs not authorize it to prohibit the use of its streets by such vehicles {Chicago Motor Coach 
Co. c. City of Chieoyo, 337 III. 200) ; and the New Hampshire highest court has held that the 
power of a villogc to “regulate buildings” docs not include the power to prohibit black- 
smiths’ shops {Village Preeinel of Uanaccr c. Alkine, 78 New Hump. 303, 310). 

’ Supra, p. 440. 
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first three years after it was submitted to them, and only one more prior 
to 1933. But during and after 1933 the amendment its opponents had 
declared to be “dead” began to show signs of both life and tremendous 
vitality. Influenced by conditions of the depression and a public temper 
materially different from that of the 1920’s, twenty-two more legislatures 
ratified the amendment between 1933 and 1938. Its opponents there- 
upon discovered that it was no longer open for ratification. 

This argument is based upon two grounds : the time that has elapsed 
since the amendment was passed by Congress and sent on to the states 
(June 4, 1924) and the earlier rejections by the legislatures of a number 
of the states. Both of these grounds should he examined. 

The Constitution of the United States itself contains no limitation 
upon the period of time within which a state may validly ratify an 
amendment proposed by Congress.*^ No one contends, however, that 
the omission by the fathers of the Constitution of a definite time period 
means that an amendment once proposed enjoys a deathless existence 
until ratification. It must be ratified within a reasonable period of time. 
Nevertheless, any time limitation is a qualification of the literal import 
of the words employed in the Constitution. 

The only Supreme Court decision affording a guide as to what is, in 
the mind of that Court, a reasonable period of time for ratification is one 
in which the Court was solely concerned with the question of whether 
Congress could shorten to seven years an otherwise reasonable period 
for ratification— not with the question of when a reasonable period had 
expired.® The language of the unanimous Court in this decision, how- 
ever, cannot but indicate how mistaken are the contentions of those 
who say that an unwritten principle of limitation has now rendered tte 
proposed child-labor amendment no longer open for ratification. “We 
conclude that the fair inference or implication from Article V [of the 
constitution of the United States] is that the ratification must be within 
some reasonable time after the proposal. Of the power of Congress, 
keeping within reasonable limits, to fix a definite period for rat ca ion 
we entertain no doubt. As a rule, the Constitution speaks m general 


1 Artide V of the Constitution reads: “The Congress, whenever two-lJnr J rf both 
Houses shall deem it necessary, shall propose Amendmen o ® .. j. r 

which .. . shall be valid to all intents and purposes, as part of this Constitubon, when 

ratified by the Legislatures of three-fourths of the several states. Fiehteenth 

» Baton e. Gloss, 256 U. S. 368. Prior to the submission to the 
Amendment all proposed amendments were submitted 
of ratification. The Eighteenth Amendment, however, -“^uded a section 
cation within seven years if the amendment were to e opera ^ jj 

before the Court was whether Congress could constitutionally so esUbhsh^ 

There was no contention on the part of anyone concerned that 

was anything other than a limitation upon the time otherwise open tor ratification by the 
le^latures. 
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tenns, leaving to Congress to deal with subsidiary matters of detail as 
the public interests and changing conditions may require; and Article V 
is no exception to the rule. Whether a definite period for ratification 
may be fixed, so that all may know what it is and speculation on what 
is a reasonable time be avoided, is, in our opinion, a matter of detail which 
Congress may determine as an incident of its power to designate the 
mode of ratification. It is not questioned that seven years, the period 
fixed in this instance, was reasonable if power existed to fix a definite 
time; nor could it well be questioned considering the periods within 
which prior amendments were ratified.”^ 

Two conclusions can clearly be drawn from tins opinion: (a) that a 
proposed amendment is not indefinitely open to ratification, but must be 
favorably acted upon by three-fourths of the state legislatures within a 
reasonable length of time, and (5) that a reasonable time certainly is 
some period greater than the seven years during which ratification of the 
Eighteenth Amendment had to be accomplished. How much more 
cannot be stated with certainty; neither the Supreme Court nor the 
leading American authorities on constitutional law have attempted to 
state it. In view of the fact that in this case the sole issue was whether 
Congress had the power to shorten to seven years an otherwise reasonable 
period for ratification, however, it seems most improbable that the Court 
would invalidate ratifications of the amendment occurring during the 
second half of the 1930’s, or even in the 1940’s, on the ground that too 
much time had elapsed. This conclusion is substantiated, moreover, by 
the frequently expressed reluctance of the Court to hold invalid an act of 
Congress or of a state legislature.* “If to invalidate an Act of Congress 
is a duty of ‘great delicacy, and only to be performed when the repug- 
nancy is clear and the conflict irreconcilable,’ how much more delicate 
would be the task of declaring void the action of the amending power 
of the Constitution itself.”* 

The second ground upon which the argument that the proposed 
amendment is not still open for ratification is based is that it has abeady 
been rejected by the legislatures of more than one-fourth of the states, 
and therefore has been automatically killed. This argument runs 
counter to the words of the Constitution, to the constitutional history 
of our government, to a specific declaration of the Supreme Court, and to 
the virtually unanimous opinion of writers of textbooks on constitutional 
law. 

‘ Ibid., pp. 876-376. 

* As expressed in Fletcher r. Pech, 0 Crancli 87, 128; ifat/or v. Cooper, 6 Wnll. 247, 251; 

Atkin r. Kansas, 191 U. S. 207, 223; v. Baltimore, 289 U. S. SG, 42, 46; and numer- 

ous other decisions. 

* Chamberlain, Burlingham, Gardner, and Gray, Child Labor Amendment, Argument 
/or Ratification, p. 4. 
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In the first place, the Constitution states that proposed amendments 
shall be valid to all intents and purposes as a part of this constitution 
when ratified by the legislatures of three-fourths of the several states 
or by conventions in three-fourths thereof”; it does not state that they 
shall be valid “unless rejected by more than one-fourth of the several 
states. The distinction is important. All that the Constitution 
demands is ratification by the requisite number of states. There is 
nothing in the document to indicate that this ratification must be at the 
tune of initial action by the legislatures.^ In the second place, the argu- 
ment runs counter to the constitutional history of our government. The 
Fourteenth Amendment was adopted only by virtue of ratifications 
subsequent to earlier rejections, and the validity of these ratifications 
is proved by the long acquiescence of the Supreme Court and of the 
people of the United States, as well as by affirmative action of Congress 
in declaring the Fourteenth Amendment to be part of the Constitution 
and directing the Secretary of State so to promulgate it.* In the third 
place, the Supreme Court has made a specific declaration which would 
seem completely to foreclose any question of the validity of ratifications 
which follow earlier rejections. Official certification by a state that it 
has ratified is conclusive. “As the Legislatures of Tennessee and of 
West Virginia had power to adopt the resolutions of ratification, official 
notice to the Secretary, duly authenticated, that they had done so, was 
conclusive upon him, and, being certified to by his proclamation, is 
conclusive on the courts.”* Finally, it may be mentioned that writers 

^ It is worth noting, also, that in the Constitutional Convention of 1787 there was no 
discussion of the question of the invalidity of a subsequent ratification by a legislature. 
Indeed, the attention ^ven to the amending procedure by the Convention, as revealed 
by the Madison Diary, seems to have been rather cursory. Of. Madison’s Debates on the 
Adoption of the Federal Constitution, Elliott’s ed. (1846), pp. 530-631, 661, and The Fed- 
eralist, No. 43. 

* The facts about the ratification of the Fourteenth Amendment should be recorded in 
a little detail. Newly constituted legislatures in both North Carolina and South Carolina 
ratified on July 4 and 9, 1869, respectively, although earlier legislatures had rejected the 
proposal. The Secretary of State then issued a proclamation which, aithough doubtful 
as to the effect of attempted withdrawals by New York and New Jersey, entertained no 
doubts as to the validity of the ratification by North and South Carolina. The foilowing 
day, July 21, 1868, Congress passed a resolution which declared the Fourteenth Amendment 
to be part of the Constitution and directed the Secretary of State so to promulgate it. 
The Secretary waited, however, until the newly constituted legislature of Georgia had 
ratified the amendment subsequent to an earlier rejection, before promulgating its ratifica- 
tion. Chamberlain, Burlingbam, Gardner, and Gray, op. dim, p. 6. The Secretary s 
delay, the reasons for which have sometimes been misunderstood, was not due to the fact 
of ratification after prior rejection by some of the legislatures, but to doubt os to attempted 
withdrawals by two states; and he issued the promulgation after ratification by a state 
that had previously rejected. For nearly seven decades, no one has doubted the validity 
of the ratification of the Fourteenth Amendment. 

• Leser v. Oamett, 268 D. S. ISO. This case arose out of the ratification of the Nineteenth 
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of constitutional-la'w treatises are almost unanimous in the belief that 
an earlier rejection does not bar subsequent ratification.*^ By no accepted 
constitutional principle can a sound case be made that the proposed 
amendment is not still open for ratification. More than half of tlie states 
had approved the amendment by 1938, and eight more ratifications were 
needed. The securing of these additional ratifications is profoundly 
necessary for the welfare of the youth of America. 

Desirable Child-labor Standards. — Among nearly all students of the 
problem, there is marked agreement as to the minimum standards that 
should be adopted, and as to the most effective means of administering 
child-labor regulation. The following suggested “ model program,’ ’ while 
not representing exclusively the viewpoint of any group or organized 
body, can be said to be fairly suggestive of what seems to be generally 
recognized as desirable. In most respects it conforms closely to the 
general legislative program recommended by the White House Conference 
on Child Labor which met from Nov. 19 to 22, 1930,® and to the “Four- 
teen Points on Child Labor’’ of the National Education Association.® 

1. It is necessary that the federal government have the power to 
prohibit and regulate child labor. Experience has demonstrated the 
almost insurmountable difficulties in otherwise getting any satisfactory 


(woman’s suffrage) Amendment. The West Virginia Senate, despite rules of procedure 
which forbade leconsidemtion of n measure during the session in which it was defeated, 
ratiffed the proposed Nineteenth Amendment subsequent to a rejection in the same session. 
It was contended that the ratiffcation was invalid, not because of the fact of previous 
rejection, but because the previous rejection occurred during the same session, and therefore 
that the subsequent action violated the West Virginia Senate’s rules of procedure. The 
Supreme Court refused to look behind the certification of the Secretary of State, or to 
allow him to look behind the official notices sent to him; and this indicates clearly that 
ratification by a state is regarded as conclusive. 

’ Among the authoritative books and articles to which the reader may be referred, as 
the list of these has been compiled by Messrs. Chamberlain, Burlinghnm, Gardner, and 
Gray (op. of/., pp. 6-7), are: Jameson, Constitutional Conventions, Sec. B70; Willoughby, 
TAe Constitutional Law of the United States, Sec. S20-a, vol. 1, p. 6D3; Burdick, The Law of 
the American Constitution, Sec. 20, p. 43; Orfidd, “Procedure of Federal Amending Power,” 
23 Illinois Law lievicio 418, 430; Dodd, “Amending the Federal Constitution,” 30 Vale 
Law Journal 321, 347 ; Grinnd, “ Finality of State’s Ratification of A Constitutional Amend- 
ment,” 11 Amcriean Bar Association Journal 102; Miller, “Amendment of the Federal 
Constitution,” 00 American Lata Review 181-184; Ames, Proposed Amendments to the 
Constitution, p. 220; 12 Corpus Juris 082j Watson on the Constitution, vol. 2, pp. 1316-1318; 
Garrett, “Amending Uic Federal Constitution,” 7 Tennessee Law Renew 280, 294; and 
Wheeler, " Moy Ratification be Repealed,” 20 Case and Comment 648, 650. All of these 
authorities take the position that earlier rejection docs not bar subsequent ratifications. 
An Article setting forth the contrary position is Cndwallcr’s “Amending the Federal 
Constitution,” 00 Amcriean Law Review 389, 393. 

• ilonthly Labor Review, June, 1931, pp. 15-22. 

* Sec International Labour Office, Industrial and Labour Information, Jan. 6, 1031, pp. 
80-34. 
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degree of uniformity among the various states. Certain practical con- 
siderations are likely to mean that in a number of the states the legisla- 
tures probably will not in the near future include in their child-labor laws 
a number of occupations where the work of children should clearly be 
prohibited, and lack of uniformity brings a hardship to employers in 
states where there is the greatest regulation so long as their competitors 
in the states with the less stringent laws are able to get cheap child 
labor. 

2. There should be a greater delegation of authority to state com- 
missions. It is distinctly unsatisfactory to try to meet all conditions 
through the provisions of the laws themselves. The commissions should 
have the power to raise the legal minimum age above that specified in the 
law itself wherever there is evidence of particular conditions making such 
action necessary. 

3. The minimum age for employment should be sixteen years, except 
that employment outside of school hours might be permitted between 
fourteen and sixteen in a restricted list of occupations such as light agri- 
cultural tasks and domestic service. In agriculture no child under 
sbcteen should be permitted to be employed, either at home or away from 
home, during the hours in which public schools are in session. Children 
twelve to sixteen might be employed outside of school hours on light 
tasks involving only a few hours of work per day and for a short period. 
In mines and other physically or morally dangerous and injurious occupa- 
tions a higher age minimum is advocated. State commissions should be 
given power to determine dangerous and injurious occupations and to 
prohibit the employment of children under eighteen therein. Work- 
men’s compensation laws should cover minors illegally employed and 
should provide for payment of extra compensation in such cases. Young 
workers should not be permitted to work in establishments which do not 
conform to standards of cleanliness and safety set by the commission. A 
special clause in the laws should apply to street work for which a minimum 
age of sixteen is recommended for selling newspapers, and fourteen for 
delivering papers on a regular route. 

4. Educational requirements should be made more stringent, school 
attendance being required during the full school year until the minor 
is eighteen or until the child is an eighth-grade graduate. Minors 
between sixteen and eighteen who have not completed the high-school 
curriculum should be required to attend continuation school part time. 

5. Employment certificates should be required of all employed minors 

under eighteen years of age. . j- n 

6. Upon application for an employment certificate, and periodically 
thereafter until the age of eighteen, all minors should be given a physiw 
examination by an approved physician to determine their fitness for the 
special conditions of the line of work they are entering. The English 
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method of requiring examination by a physician at the place of employ- 
ment would be one means of attaining the latter, but a more satisfactory 
method would be the delegation to state commissions of authority over 
the matter with the right to set specific physical requirements for different 
occupations. 

7. With regard to the hours children are permitted to work the 
following standards arc recommended: No minor under eighteen should 
be employed more than eight hours daily, or more than six days a week, 
or more than forty-four hours a week. As we have already said, there 
has been a tendency to exclude children from industry and probably we 
do not err in the direction of too great liberality when we say that those 
between sixteen and eighteen should not work more than forty-four 
hours. Here again there is need of more clastic provision than we have 
had in the past. The state commission should be empowered to lower 
the maximum hours for particular kinds of work when it is convinced that 
special hazard or strain is involved. 

8. Night work (usually defined as between 7 f.si. and 6 a.m. in child- 
labor laws) should be prohibited for minors under eighteen except that 
boys between sixteen and eighteen might be permitted to work up to 
10 P.M. in nonhazardous occupations. 

9. Minimum wage scales should be established for all employed 
minors. 

10. Finally there is need of a much better system of vocational 
training, guidance, placement, and employment supervision. The turn- 
over of child workers is generally high because most children enter 
industry with no definite vocational objective and are given no expert 
advice with regard to conditions of employment and the requirements 
of the various jobs. Some centralized agency is needed in every state 
to perform these functions. 



Chapter IX 

HOURS OF WORK 

Various problems connected with the length of the work day and week 
have protruded themselves, in the preceding eight chapters, into the 
survey of the progress of the workers with respect to real earnings and 
of their share in the increased national income, the explanations tenta- 
tively advanced of the economic trends surveyed, the discussion of the 
determinants of distribution, the examination of attempts by exercise 
of the coercive power of the state to regulate wages and incomes, and the 
investigation of the position in modern economic life of women and young 
persons. This protrusion was inevitable. In its very nature, the 
problem of “hours” cannot be divorced from these other problems. Its 
discussion has been in the past, and will continue to be in the future, 
inextricably interwoven with the discussion of wages, of purchasing 
power, of the maintenance of “economic balance,” of displacement of 
workers by machinery, of speed and efBciency, of unemployment, of 
health, fatigue, and accidents, of restriction of output, and of control 
of the business cycle. Thousands of labor disputes have centered around 
the issue of hours of work. As a cause of controversy it has, indeed, 
been second in importance only to wages. 

To speak of the problem of “hours of work” is, however, only to 
apply a blanket phrase to a problem that has several component parts. 
There is, in the first place, the question of the proper length of the working 
day or week — of the basic standard to be established. In a regime of 
specialized machine processes, coordination of departments, an enormous 
amount of fixed capital, and a high degree of interdependence, one worker 
obviously cannot work six hours, another eight, another ten, when doing 
the same work within the same plant or even within the same competitive 
area. Standardization of conditions — ^the establishment of some basic 
working day or week — ^has been inevitable. In the second place, the 
problem of “hours of work” includes as one of its component parts the 
matter of overtime work. The forces making employers reluctant, under 
ordinary conditions, to reduce the length of the basic working week the 
pressure of overhead cost, the depreciation of capital equipment, the 
danger that materials will spoil, seasonal pressure to fill orders, possib e 
higher labor costs per unit of product when hours are shortened— encom- 
age overtime work, i.e., work in excess of the established standard. 
In many cases, also, overtime work is desired by the workers because it 
generally carries wi^ it larger earnings. Still a third phase of the prob- 
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lem is that of the number of days constituting the working week. Labor’s 
long struggle for “one day of rest in seven” had been for the most part 
won before the end of the 1920*s, and oven before the conditions of the 
depression of the 1930’s brought an enforced csperimentalion with the 
shorter working week that would not have been approached in many 
years of normal business activity, a number of important groups were 
working upon the five-day basis. Finally, there is the question of night 
work. In certain of the continuous process industries — the operation 
of blast furnaces, papermaldng, glass manufacture, railways, telephones, 
lighting and power plants, and others — night work cannot be eliminated, 
and the question is that of the number of shifts to be employed.^ Night 
work appears, however, not only in the continuous-process industries. 
The pressure of overhead cost occasioned by fixed capital, the danger 
of materials spoiling, especially in the seasonal industries, the pressure 
to fill orders, and the desire of wage earners to receive one-and-a-half 
or double the usual rate of pay when night work is counted as overtime 
are all factors conducive to its continuance in other than the continuous- 
process industries. Night work has almost invariably been looked upon 
with disfavor by students of the problem because of the excessive strain 
involved, especially for women and young persons, the large amount of 
lost time consequent upon c:diaustion of the workers, the additional 
strain and responsibility upon the executive staff, the tendency of exces- 
sively fatigued workers to "keep going” on artificial stimulants, the 
general curtailment of time for rest, leisure, and cultural improvement, 
and the fact that night workers, although precluded to an extent from 
the activities of day life, do attempt to enter into these activities, with 
resultant impairment of physical well-being. It is not contended, of 
course, that night work could be abolished in the continuous-process 
industries, but it is possible to put such industries upon a three- or four- 
shift basis, and to prohibit night work for women and children. 

Each of these phases of the problem, and especially the first, involves 
far-reaching questions of economic theory, human welfare, social control, 
and legal and constitutional principles. Such questions should, however, 
be prefaced by some mention of the progress of the movement toward a 
shorter working week. For in spite of the ever-present forces causing 
employers to be reluctant to reduce the standard working day or week, 
the situation today stands out in sharp contrast to that of a century ago. 
This progress — an accomplished historical fact, paralleling in its occur- 
rence not a diminution in the per capita real income but rather an 
increase — needs to be kept in mind when we turn, in a later section of 
this chapter, to an examination of some of the implications of the current 
demand for a shorter worldng week. 

^ Tlic long adherence of America’s greatest manufacturing industry*, steel production* 
to the tiro-shift t\rcIvc-hour irorkiDg periods u discussed PP* 47fi^7C. 
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Progress of the Shorter Hours Movement. — One characteristic of the 
standard working day or week is that its length does not change gradually 
within an industry, as do wages. On the contrary, hours manifest a 
tendency to shift from one plateau to another, and ordinarily each new 
standard prevails for a period of years. It is most convenient and 
illuminating, therefore, to survey changes in the standard and actual 
worldng week within rather long periods, or within periods which, because 
of characteristics especially affecting the length of the working week, 
deserve separate consideration. 

Tfie Shorler-houTs Movement Prior to the 1890's . — ^The battle for the 
shorter working week antedates both the factory system and collective 
bargaining. As far back as 1791 the journeymen carpenters of Phila- 
delphia adopted a resolution declaring that a day’s work should be 
deemed to commence at six o’clock in the morning and end at six o’clock 
in the evening. But the “sun-to-sun” rule continued to obtain, and 
public opinion, influenced by the ethic that idleness is a vice, generally 
not only condoned but favored the long working day. In 182£ the 
journeymen millwrights and machinists of Philadelphia “met at a 
tavern and passed resolutions that ten hours of labor were enough for 
one day, and that work ought to begin at 6 a.m. and end at 6 p.m., with 
an hour for breakfast and one for dinner.’’^ Three years later, when the 
house carpenters of Boston struck for the ten-hour day, the “gentlemen 
engaged in business’* (the master carpenters) replied that a shorter 
working day would “seduce the journeymen from the course of industry 
and economy of time and effort to which we are anxious to enure them, 
and ... expose them to many temptations and improvident practices. 
... We consider idleness the most deadly bane to usefulness and honor- 
able living . . . and we dread the consequences of such a measure upon 
the morals and well-being of socuety.” Somewhat sorrowfully, the 
gentlemen engaged in business observed that the ten-hour day move- 
ment was one which *'we cannot beHeve to have originated with^the 
faithful and industrious sons of New England,” but must be, rather, an 
evil of foreign growth.”® A le^slative committee that same year (1825) 
found the customary working hours in Massachusetts factories to be 
twelve.® Darkness alone set the Umits of the working hours of chUdren 
in Philadelphia mills in 1830 and in Patterson mills in 1836.^^^ In 1833 
the Washington carpenters issued a manifesto of opposition to “a custom 


> J. B. McMaster, Eutoryof the People of Ike United Stateo, vot 5. P- w 

in vol. 8 (1935), p.'97 of Commons and Associates, History of Labor m the United State . 

(Macmillan, New York.) , „ ™ 

® Reprinted by permission of the publishers, tte ^thur H Qark Company, Glendde. 
California, from 3. R. Commons, Doaunumtary History of American Industrial Society, 


vol. 6, p. 76. 

• Ibid., vol. 6, p. 67. 

* Ibid., pp. 61-66. 
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which binds us to our benches from fifteen to seventeen hours a dny for 
the paltry sum of one dollar and thirty-seven and a half cents.”^ Two 
shifts of twelve hours each were a form of economy resorted to during the 
early days of the Industrial Revolution in England, and the scarcity 
and greater independence of labor in the United States could not keep 
the prevailing hours in many occupations and cities from remaining 
twelve or thirteen a day as late as the early 1830’s. 

In the case of women and young persons, legislative protection was 
extended in England, and to a lesser extent in the United States, during 
the nineteenth century that resulted in a material shortening of the 
length of the working day and week, but the gains of adult males — 
especially in the United States — were not for the most part a consequence 
of legislative limitations.** These gains were uneven among different 
industries and occupations, and also among different geographical regions, 
but on the whole they were appreciable. Building-trades workers had 
secured the ten-hour day in the larger eastern cities by 1835, while their 
factory brethern were still working eleven and a half to more than twelve 
hours, and by 1890 the fifty-four hour week had become fairly prevalent, 
with a fifty-two hour week obtaining in a number of the cities.* The 

' Ibid., vol. 0, p. 157. (Reprinted with permission of the publisher, the Arthur 11. Clark 
Company, Glendale, California.) 

* The problem of legislative limitations upon hours of work is discussed in some detail 
later (.infra, pp. S1G-S3G) and it suffices here merely to mention the restrictions that were 
placed upon the hours of women and young persons. As early ns 1802, ns was noted in 
the preceding chapter (mpra, pp. 420-^21), the intervention of Peel and others in England 
brought about the enactment of the “Health and Morals of Apprentices” net, which pro- 
hibited tlie binding out for factory labor of pauper children younger than nine years, 
restricted the hours of labor of children older than this to twelve actual working hours, and 
forbade night work. Seventeen years later (1810) substantially the same protection was 
given to nil children employed in cotton factories, while in 1883 the restrictions were 
extended to nil textile mills except silk. In 1844 the labor of children between nine and 
thirteen years of age was restricted to a half dny, or the whole of the working dny on 
alternate days, and in 1847 the ten-hour maximum for women and young persons was 
established by parliamentary enactment. Many other legislative gains have come since 
that time. In the United States, on the other hand, there was comparatively little legis- 
lative interference with the length of the working dny until the 1840's, when a number of 
states, ns n result of the general tide of humnnitarianism prevalent at that time, passed 
ten-hour laws for women. These laws were largely ineffective, both because they permitted 
women to work additional hours clscwhccc than at the place of their regular employment 
and because they did not provide adequate means of enforcement. By the 1870's, however, 
laws establishing the ten-hour day for women and minors were fairly general, even though 
often unenforceable, and an eight-hour agitation was under way in 1800. The story of the 
judicial vicissitudes of legislation limiting the hours of women and of legislative gains since 
1800 is traced later (infra, pp. G28-G34). 

’ It was in the building industry that the shortcr-hours movement had its original 
impetus, and it is in this industr}’ that the shortest hours have prevailed during nearly a 
century. Tlic general trends of standard and actual working hours have not been identical 
among the several building crafts, but they have been similar, and the history of the 
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average daily hours of factory labor in 1840, on the other hand, have 
been estimated at 11.4,^ and no pronounced downward trend began to 
manifest itself until the middle of the 1850’s. Nevertheless, the begin- 
ning of the last decade of the nineteenth century saw the ten-hour day 
established in the majority of industries and occupations. In cotton 
manufactures, sawmills, iron and steel plants, bakeries, and a number of 
branches of manufacture, it is true, employees worked from eleven to 
thirteen hours a day in the late 1880’s and early 1890’s; in railroad trans- 
portation the seventy-hour week (seven ten-hour days) for trainmen 
was common; and there was much greater diversity of hours among 
different industries and occupations than obtained forty years later.® 
But the majority of manufacturing, construction, mining,® and mercantile 
concerns of 1890 worked ten hours a day and fifty-eight to sixty hours a 
week, with overtime during the busy seasons. The cigar makers brought 
their hours to under fifty a week in at least fifteen states, and below 
fifty-three in most parts of the country, by the early nineties, but few 
other groups except the building-trades workers were so favorably 
situated. The summary given in Table 78 indicates with approximate 
accuracy the progress that was made by employees of manufacturing 
and mechanical establishments during the half century ending with 1890. 
It shows that, on the average, the hours of factory workers were reduced 
between 12 and 13 per cent during the half century following 1840. 

While the nineteenth-century struggle for shorter hours established 
the ten-hour day, as has been said, in the majority of industries and 
occupations before 1890, the situation that year presented some striking 
contrasts. In the steel industry, the average working week in the early 


plasterers may be cited os fairly typical. Between 1840 or earlier and 1870 the M-time 
working week of plasterers was sixty hours, but substantial progress was made between 
1870 and 1885, and between the latter years and 1890 the fifty-four-hour week was prer- 
alent, with some sections of the trade enjoying the fifty- or fifty-two-hour week 
the 1890’s, as is indicated later, hours in Afferent places ranged from forty-^ht to fifty- 
four, with the forty-eigbt-bour week steadily becoming more common. Ptam D. D. 
Leseohier, in vol. 8 of Commons and Associates, Btstorg qf Labor m the United Sfofw, p. 10 . 
The data upon which Dr. Leseohier based his conclusions were ftose presented m History 
of Wages in the United States from Colonial Times to 1928, Umted States Bureau o 
Labor Statistics, BuUdin 499. 

® Adams and Sumner, Luior ProMems, p. 618. , , , u t 

‘These are based chiefly upon data presented by Professor Leseohier, 

•'rlillte upon the hours of coal miners about 1890 are scanty, but they indicate bo* 
that the sixty-hL week was a«=epted as the sUndard in the most imporUnt c^ar^^ 
by the 1890-s and that actual hours varied considerably. “A fifty-fom-hour was 
reported for Pennsylvania in 1890; average hours of fifty-two 

Monuna in 1898; and of forty-eight for Ohio in 1898. In most cases hours wem no 
reported at all. Hours of operation are so irregular and part time so Mmmon “ ^ 
inLtry that standard houM have little practical sipuficance m a majority of the mines. 
Generally the miners work less than full time. P* 
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Tasu: 78. — Atetiage Homs of Labor, 1840-1800^ 


Year 

Arcrn^ hours 
of labor per 

Year 

Average hours 
of labor per daf 

1840 

WBM 

1870 

10.5 

1845 


1876 


1850 


1880 

10.8 

1855 

11.1 

1885 

10.3 

1860 

11 0 



1806 

10.7 




i Adapted from Adotu aod Sumner, Labor Prei^emt, p. £18, with permiulon of The Macmillan Company* 
New York, publuhcrs. In the tabular lummary then preaented, the figurea arc put in tlio form of ratioa baaed 
upon the a^'cragc hours of labor in 1800, but inasmuch as the average hours for 1800 were, according to the 
utilized Aldrich Report* exactly 10.0, the figures can be changed to absolutes, as has been done in the table 
here presented. The figures are based upon ttie data of the Aldrich Report (ITAolesola i’ners, n'o^rs, and 
TranipoTiaUon, 1890} and cover only twenty-one industries. Since, as the Aldrich Report and Adams and 
Sumner pointed out, Uie data were drawn largely from picked eatabliahmeDLs where shorter hours made an 
earlier appearance than they did in the mass of workshops, the table probably underestimates somewhat the 
reduction that took place in manufacturing industry in general, e\’en though the figures were believed to be 
correct in the absolute sense. 

1890’s was sixty-five to sixty-six hours, but this average included thou- 
sands of “turn men” working seventy-two to eighty-four hours a week at 
the blast furnaces and open hearths. In the 1880’s the twelve-hour day 
was prevalent in the nonunion iron and steel plants,* except the sheet 
mills. Sunday work had been fought with fair success by the Amalga- 
mated Association of Iron and Steel Workers during the 1880’s, but after 
1892 both the twelve-hour day and the seven-day week were rapidly 
extended. “In the nineties the twelve-hour day was, therefore, the 
accepted rule in steel mills. It continued to be so until 1923. America’s 
greatest manufacturing industry was twenty years behind most of the 
lesser industries in establishing a twentieth-century work day.”" In 
practically all industries, also, the beginning of the 1890’s found wide 
differences in hours worked in different states and cities, and also among 
different groups of employees within the same industry. “On the whole, 
hours were longer ... in the South than in the North; in the states 
which were largely rural, like Elansas or Georgia, than in states which 
were more industrialized, like New York or Connecticut; where labor was 
more plentiful, as on the Atlantic seaboard; where negroes or immigrants 
were used in large quantities, as in the Southern sawmills, steel mills, and 
tc.xtilc plants; and where unionism was weak, as in bakeries, textile 
mills, and woodworking establishments.”* Within the same industry, 

^ According to Andrew Carnegie, “every ton of pig-iron made in the world by 1880 
except in two cslnbiislimcnta, was made by men working in double shifts of twelve hours 
each, having neither Sunday nor holiday the year round.” “Hesults of the Labor Strug- 
gle." The Forum, vol. 1 (1880) p. 844; quoted by D. D. Lescohicr, op. oil., p. 101. 

• D. D. Lcscoliicr, op. eit. (The Macmillan Company, New York, 1930), pp. 101-102. 

' Ibid., p. 104. 
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skilled workers, especially when organized, generally worked a shorter 
day than the unskilled and unorganized. This situation was typically 
true of the building industry, of iron and steel manufactures, and of the 
railroad Industry. 

The Trend of Hours, 1890-1920 . — ^Prior to the period of the World 
War, when the movement toward shorter hours received greater impetus 
than ever before, the reductions in working time throughout industry 
as a whole were moderate. The eight-hour agitation became increas- 
ingly vigorous between 1890 and 1914, building-trades workers and a few 
other fortunately situated and well-organized groups attained the forty- 
four hour week in various parts of the country, and, as the summary 
^ven in Table 79 indicates, there was apparently a reduction of 4.9 
hours in the work week of all groups of workers averaged together. 
But in 1914 only 11.8 per cent of the wage earners in manufacturing 
had standard weeks of forty-eight hours or less, while 48.9 per cent were 
working (when employed full time) fifty-five hours or more, and 26.9 per 
cent sixty hours or more. In the iron and steel industry, as was noted 
earlier, ^e twelve-hour day and seven-day week became more, rather 
than less, common during the years immediately following 1892; and 
average standard hours of workers there employed were 67.2 in 1890, 
increased immediately after 1892, and were still 65,5 in 1915.'' Begin- 
ning in 1914 and 1915, however, the eight-hour movement seemed 
literally to sweep the country. The crystallization of public sentiment 
was manifested when President Wilson declared that the American people 
had made up their minds in favor of the eight-hour day. The War 
created an unprecedented demand for labor, and the workers found 
themselves in an advantageous position to organize and press their 
demands, encouraged in so doing by the favorable attitude of the national 
administration and by the requirement of a basic eight-hour^ day on 
government contracts. Prior to the entry of this country into the 
War, the anthracite coal miners had obtained a straight and the railroad 
employees a basic eight-hom day; and during the War such important 
industries, among others, as slaughtering and meat packing, boot and 
shoe manufacture, newsprint paper, the lumber industry in the Nort 
west, and the garment trades adopted the eight-hoTK standard. By 19^, 

48.7 per cent of the wage earners in manufacturing, as compared with 

11.8 per cent in 1914, had secured a basic worldng week of forty-eight 
hours or less; 25.8 per cent, as compared with 48,9 per cent in 1914, had 
full-time weeks of fifty-five hours or more; and 12.0 per cent, as compared 
with 26.9 per cent in 1914, were working under full-time employment 
sehedules of sixty hours or more per week. The statotical 

progress toward the shorter working week is told by Tables 79 and 80. 

ip. H. Douglas, Btal Wages in (he United Stales, p. 114. 
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Table 70.— Standabi) Hours per Week akd Ijtdexes op Trent), 1890-1920' 
(1B90-1899 100) 


Yeor 

Unionized 

manufacluriag 

induilriei 

KonuRiofitzed 
manufacturing | 
industries ! 

1 

Building trades 

Cool miners 

All Industry 


Hours 

Index 

Hours 

Index 

Hours ' 

Index 

Hours 

Index 

Hours 

Index 

1800 


101 

02.2 

100 

61. S 

102 

00.0 

102 

68.4 

101 

1805 


100 

02. S 

100 

50.3 

100 

00.0 

102 

58.1 

100 


fiS.O 

00 

02.1 

100 

48.3 

00 

66.0 

03 

67.3 

00 

lOOS 

61.1 

06 

01.1 

03 

46.1 

02 

62.2 

88 

55.7 

06 

1010 

60.1 

03 

60.8 

06 

45.2 

00 

62.2 

88 

64.0 

04 

lOlS 

48.0 

01 

68.2 

04 

44.8 

80 

62.2 

88 

63.6 

02 

1020 

46.7 

86 

63.6 

80 

43.8 

87 

48.^ 

82 

50.4 

87 


* ThtB table bos been compiled from the data presented bT* Paul H. DqdsIbs on pp. IIS, 114, 110, ISO, IGS, 
and 208 of Rial WeffH in the United Siatet, In the cose of the building; trades, tlie hours listed are those pro> 
vided for in trade asroements. The estimates of Uie standard working week of coal miners are based chleilsr 
upon compilations made by the United States Geological Survey. The "nnionized manufacturing Indus* 
tries” include unionized segments of the metal trades, granite and stone, book and 5oh printing, newspaper 
printing, plaining mills, and bakeries. The **&onuniomzed manufacturing industries” include cotton textiles, 
boots and shoes, clothing, hosiery and knit goods, woolens, sawmills, iron and steel, and slaughtering and meat 
packing. The ”aU industries” includes the hours of transportation workers, unskilled labor, and gomnmenl 
cmplQi*ee8 in addition to those of manufacturing wage earners, building-lrodes workers, ond coal miners, os 
set forth in the table. Compiled from the data of Professor Douglas with permission of Houghton 
Mifllin Company, Bosloa, publishers. 


Table 80. — pEnoENTAOB Dibibibotion op Waob Earkebs jk Manopactdeiko Accord- 
iKQ TO PRBrAiUNo Hobbs 1000-1020* 


Year 

Honrs per fulMime week 







48 and uoder 

4Bto54 

£4 

05 to 60 

CO and over 

1000 

7.9 

HHH 

15.4 

30.2 

30.2 

1014 

11.8 


26.8 

22.0 

26.0 

1010 

48.7 


0.0 

13.8 

12.0 

1021 

61.6 

18.2 

7.B 

12.6 

0.0 


1 Data for 1D14, 2019, and 1921 from Cemta of ifonif forfurrj. 1925, p. 1159, ond for 1909 from Tiirtenth 
Cmtut of the Z7nifnf SMce, vol. 6, p. 800. 


Several significant situations and trends are revealed by the tvo 
tables. (1) In the first place, the general gain is apparent. For all 
groups of workers, according to these estimates, weekly hours declined 
from 58.4 to 50.4, or almost IS per cent, during these three decades. 
This reduction was equivalent to one hour and twenty minutes a day 
(on the basis of six work days per week). The proportion of factory wage 
earners working eight hours per day or forty-eight or forty-four hours a 
week more than quadrupled between 1914 and 1910 alone, while the 
proportion working more than sixty hours a week was less than half ns 







































HOTJHS OF WORK 


471 


great in 1919 as in 1914. (2) In the second place, the periods in which 
the gains of all groups were concentrated should be noted. During the 
1890’s comparatively little progress was made, but about the turn of the 
century reductions became more frequent and of greater magnitude, and 
they proceeded most rapidly during the five-year period 1915-1920. By 
1910 working hours of all groups were about 6 per cent less than they 
had been in 1890, by 1915, 8 per cent less, and by 1920, 13 per cent less. 
Stated differently; during the twenty-five-year period 1890-1915 the 
work week was reduced by 4.9 hours, and during the five-year period 
1915-1920 by 3.1 hours. In other words, the average annual reduction 
during the twenty-five years preceding 1915 was between eleven and 
twelve minutes per week, while the average annual reduction between 
1915 and 1916 was thirty-seven minutes per week. (3) This concentra- 
tion of the- gains was similar, for the most part, for the various groups. 
Building-trades workers and coal miners are shown to have made some- 
what greater progress, relative to their 1890 position, than did the other 
groups, and the relative gains of building-trades workers between 1915 
and 1920 were less than those of labor in general. These deviations 


from the general concentration of gains were, however, not great, and the 
explanations of them are fairly apparent. The building-trades workers 
started the period in a favorable position, relative to other groups, and 
they were strongly enough organized during the 1890’s and shortly after 
the turn of the century to press for still shorter hours. Their relative 
gains between 1915 and 1920 were less than those of factory workers 
and coal miners because by the former year hours were already stabilized 
in the larger cities on the basis of the forty-four-hour week. The miners 
made greater relative gains than did the other groups, but they started 
the period with a long working day and the decrease of 18 per cent in the 
average standard working week was a consequence of the fact that the 
eight-hour movement, when it finally effected reduction in the hours of 
coal miners, necessarily had to bring a greater absolute reduction. It 
will be noted that in 1915 coal miners still worked 3,4 hours more a week 
(when employed full time) than did unionized factory workers, and in 
1920 their working week was 2.5 hours longer. (4) The differential 
advantage that unionized workers have enjoyed with respect to hours is 
clearly shown by the first of the preceding tables. In 1890 workers in 
unionized manufacturing industries had, on the average, a stan ar wee 
of 54.4 hours, and those in nonunionized manufacturing industries a 
standard week of 62.2— a difference of 7.8 hours. In 1920 the jt^dard 
working week of unionized factory workers was 45.7 hours and that of 
nonunionized factory hands 53.S-again a difference of exactly 7.8 hours. 
It is worth noting, also, that the relative gain of the nonumonized manu- 
facturing workers was not as great prior to 1915 as was a o e 
unionized group, but that during the post-1915 penod nonuniomzed 
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wage earners enjoyed a reduction of 4.7 hours a week and the unionized 
workers of only 2.9 hours. In part the explanation may be found in an 
hypothesis advanced in connection with our tentative explanations of the 
trend of real earnings in an earlier chapter;* that when labor organization 
becomes effective it yields appreciable results in its early stages, but 
that thereafter the rate of gain enjoyed by its members tends to slow 
down to a speed not appreciably exceeding that of the nonunion indus- 
tries. The greater relative gain of the nonunionized factory wage earners 
dfter 1915 also reflected the fairly general stabilization by that year of the 
unionized industries so far as hours were concerned, while the non- 
unionized workers enjoyed gains coming in consequence of the infiltra- 
tion through of union standards to nonunionized segments of industry, 
the government policy of encouraging the eight-hour day, and the fear 
of employers during that period of rapid increase in union membership 
that if they did not reduce hours, strikes and unionization of their plants 
would ensue. (5) Another fact, suggested by these tables and borne 
out by other data, is that the diversity of hours characteristic of the 
1890’s, while continuing throughout the thirty-year period, was not 
nearly as pronounced in 1920. While exactly the same absolute differ- 
ence in hours worked obtained between unionized and nonunionized 
factory wage earners in both 1800 and 1920, a comparison of average 
standard hours of all the groups shows that the diversity had continued 
only decreasingly during the three decades. The fact that the propor- 
tion of employees working both less than forty-four and more than sixty 
hours was smaller in 1920 than in 1890 also points to reduction in the 
diversity and greater stabilization — ^as well as the very substantial 
reduction — of working hours. 

Hovrs during the ISSO’s . — The trend toward shorter hours during 
the five or six years preceding 1920 was, as the preceding pages have 
pointed out, one of the most marked industrial developments of that 
period. More than half of the factory workers in 1021, as compared 
with only about one-ninth in 1914, were employed in establishments 
where the full-time working week was forty-eight hours or less, and less 
than one-tenth, as compared with more than one-fourth in 1914, in 
establishments where the full-time week was sixty hours or more. These 
gains should not, however, be permitted to obscure tlie fact that thousands 
of workers, both in manufacturing and elsewhere, were still employed by 
firms whose working periods public opinion had come to designate as 
“long hours.” A report of the Federated Engineering Societies in 1922 
estimated the total number of wage earners still working on the twelve- 
hour shift basis in the United States at 300,000, of whom about half were 
employed in the iron and steel industry.^ The Census of Manufactures 

• Supra, pp. 213-214. 

* Committee on Work Periods in Continuous Industry, Federated Amcriean Engineering 
Sodctics, The Ttrekt-hour Shift in Indueiry, p. 12. 
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of 19£8 listed twenty-one manufacturing industries^ in which 5,000 or 
more employees were employed in establishments where prevailing hours 
of work per week were sixty or more. As has already been noted, average 
weekly standard hours in all industry were 50.4 in 1920, according to 
Professor Douglas’ estimates, and those of workers in nontmionized 
manufacturing industries 53.5. On the whole, however, the period 
1890-1920 saw a shift from a typical ten-hour day in manufactures to a 
typical eight- to nine-hour day, and a great deal of the gain occurred 
between 1914 and 1920. 

This trend did not continue during the 1920’s. The number of 
manufacturing employees working less than forty-eight hours increased 
somewhat, as Table 81 indicates, during the decade proceeding 1929, and 
the number working sixty hours or more decreased. On the other hand, 
there was a considerable shifting back from the forty-eight to the fifty-one 
or fifty-four-hour week, this decrease in the percentage of workers enjoying 
the eight-hour day reflecting the increased domination of manufactures by 
the employer group as against the organized-labor group, a definite 
characteristic of the 1920’s, Decreases in standard hours occurred in 
some trades and industries, and increases in others. An appreciable 
number of companies which had continued down to 1920 to operate 
fifty-seven or sixty hours a week reduced hours to fifty-four or fifty-one. 
The essential facts for manufacturing as a whole are revealed by Table 81. 


TableJsi.— Pebcentage DiSTBratncioN op Wage Earkebb m Mancpacicring Aocobd- 
ING TO PBBVAiUNa Hoima 1910-1928* 


Year 

Hours per fun-time week 


44 and 
under 

Between 

44 and 48 

48 

Between 

48 and 54 

64 

Between 

64 and 6D 

GO 

Over 

60 

H 

le.s 

9.9 

13.6 

3.8 

4.6 

6.6 

32.6 

31.7 
26.6 

16.6 

21.9 

24.8 

9.0 

7.8 

6.3 

18.8 

14.0 

16.0 

9.0 

7.3 

7 

3.0 

1.9 

4 


* Kfteenth Ccnms of the United SUitej. vol. 1, Munvfmtaru, p. 60. 


It will be observed that while the percentage working forty-eight 
hours or under declined somewhat (from 48.7 to 45.5) dming lie 1919- 
1929 decade, the percentage working less than fifty-four hours incre^ed 
appreciably (from 62.2 to 70.8) and that the proportion of all manuf^ur- 
ing wage earners working sixty hours or more declined by about 38 per 


* Wooden boxes (eseept cigar boxes); bread and otber ^s 

and condensed milk; canning, fruit, and vegetables; car 
chemieals; day products; coke, cotton goods; cottonseed products; 
and grain products; foundry and machine products; gas; ice; ice cream, iron and steel. 

sugar man^acturing and refining cane. 















474 


LABOR’S PROGRESS AND PROBLEMS 


cent (from 12.0 to 7.4 per cent of the total). In other words, the most 
important change in manufacturing in general during the 1920’s was the 
shift from the forty-eight-hour week to one not longer than fifty-four 
liours. The minor changes in the situation as a whole during this 
decade stand out in sharp contrast to the rapid and very great changes 
of the preceding six years, when the proportion of factory workers having 
a standard week of forty-eight hours or less quadrupled.^ In the con- 
struction, railroad, mining, and other industries only slight changes in 
standard and actual hours occurred between 1920 and 1930. The tend- 
ency manifest in manufacturing to shift from the forty-eight to the fifty- 
one or fifty-four-hour basis does not seem to have been operative to any 
appreciable extent in the other industries.^ 

Such reductions in hours as occurred during the 1920’s came about 
in two ways: by reductions of a half hour or an hour a day, and by the 
granting of the Saturday half holiday. In spite of the already noted 

' The tollowing data, compiled by the U. S. Bureau of Labor Statistics (“Wages and 
Hours of Labor,” Monlhli/ Labor Rericto, vol. 82 (May, 1931), p. 138], indicate the relatively 
unchanged situation in typical manufacturing industries, with some tendency, except in 
iron and steel, toward a lengthening of the working week. 


ArciuoB Fozx<iu£ BouBa per Week dt Inbdstiitxs 


Industry 

1D2D 

iD2e 

2024 

1026 

102S 

Boots and «hocs .... 

Cotton goods . . . . 

46. C 
52 8 

46 7 
52.6 

51.0 
OS. 2 

44.1 
46 8 
48 4 

40.0 
58 0 
50.7 
55.2 
44 1 

40.1 

50.1 

40 0 
58 S 

51.8 
54.4 
44 8 

40.8 
50 8 


Iron nnd ilwl 

Mcn'a clotlimg. . , 

Woolen and Trorstctls 

KiUlJl 



« 1040 . 

MOIO. 

• SlAuglitcrinir and meat-packing figures aiv for 2022* 202.1* 2025* 1027, and 2020. 


^ The following flgurcs* taken from pp. 1G2* ISG, 180* 100* and 208 of Paul H. Dongini* 
Real Wages in the United Stalest indicate the relatively otabilized situation, so far ns weekly 
standard hours were concerned, during the 1920*s. Professor Dougins' study carries the 
trends only tlirougli 1020. However* a>mpulations based upon his methods and utilizing 
the data of the United States Bureau of l^nbor Statistics* the Bureau of the Census* and the 
National Industrial Conference Board show that changes between 1026 and 1020 were of 
minor importance. (Quoted by permission of Houghton MlOlin Company, Boston, 
publishers.) 


ArenAOE Fuxx-txme Houna ren IVeek ik KoxMANurACTnntNa IxorsTRica 


Industry or Group 

1020 

1024 1 

1 

1020 


4S.8 

48,4 

48 4 

Butldlng trndei i 

4S 8 

43.8 

43 8 


53.7 

53 7 

53 6 






50.4 

60.0 

40.8 
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shift from the forty-eight-hour standard to one slightly longer and of 
the failure of average hours to decline appreciably, there was a definite 
spread of the five-and-one-half-day week. Toward the end of the decade, 
also, the five-day week became somewhat more common — first in the 
building trades and then, to a lesser extent, in manufacturing. The 
American Federation of Labor reported in 1929 that 201,800 building- 
construction employees had obtained the five-day week,* and a survey 
by the United States Bureau of Labor Statistics in 1930 showed that 
55.5 per cent of the building-trades workers had basic schedules of five 
days a week.* In manufacturing, also, there was a considerable adoption 
of the five-day week. According to the National Industrial Conference 
Board, this standard was operative in 1928 in 270 manufacturing estab- 
lishments employing 418,700 workers.® By 1930, 43.3 per cent of the 
workers in the automobile industry, 34.4 per cent of those in the radio 
industry, 27.0 per cent of those engaged in dyeing and finishing textiles, 
and 24.9 per cent of those in the aircraft industry had obtained the five- 
day week.^ Of the 3,941,792 workers covered by the survey revealing 
these percentages, however, only 5.6 per cent, or a little more than one 
manufacturing wage earner in every twenty, had attained this basic 
standard.* The six-hour day. which was to become a major labor 
objective during the depression years of the 1930 s, had been instituted 
by only a few firms at the end of the decade. 

Probably the most important single event of the 1920’s, so far as 
hours of labor were concerned, was the practical abolition, in 1923, of 
the twelve-hour day and of the “seven-day week” or the "thirteen-out- 
of-fourteen-days” system in the steel industry. This anachronistic 
hours schedule had obtained in America’s greatest industry for almost 
four decades after the ten-hour standard had become fairly generally 
established and for almost a decade after the eight-hour movement began 
most rapidly to sweep the country.® With the installation, largely m an 
unavoidable concession to public opinion, of the basic (not actual) eight- 


“ “Extent of Five-day Week,” Monthly Labor Revww, vol. 33 (September, 1931), p. . 
®Nail InLstrial Conference Board. TAe f.Way Week in Monufadunng Indue- 

<“Extett^of Five-day Week,” Motdhly Labor Renew, vol. 33 (September, 1031), pp. 
3-4. 

‘A^ood incise account of the agitation for the eig^bour day “ 

Marian C. Cahill’s Sliorlcr Em, re (Columbia University ^ss. 1932). 

Sted Workere (Survey Assodates, 1010) teBa the story o ® Corwatton 

hours in this industry. Charles A. Gulick’s Labor Poleey the U. 
pp. 22-2fi (Columbia University Studies, vol. 258) gives a ^od 

The essential facts about the battle over hours in the steel industry J 

1930 are to be found in Commons and Assodates, 

vol, 1, pt. IV. Chap. 4; vol. 2. pp. 140. 250. 285-286. 376-386, 391, 486: and vol. 8. Chap. 
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hour working period, the average working hours of workers at blast 
furnaces were reduced from 73.1 per week in 1920 to 59.7 in 1924; at 
Bessemer converters from 70.3 to 52.3; at open hearths from 68.7 to 58; 
and in plate mills from 68.8 to 57.2.‘ The reductions were confined to 
the period 1922^-1924, and thereafter the standard working week remained 
virtually unchanged to the end of the decade. In other continuous 
process industries the twelve-hour day, while not entirely disappearing, 
had become less common by 1930. 

Hours of Work since 1930 . — The years of the great depression brought, 
as is commonly known, a drastic curtailment of hours actually worked, a 
“staggering” or “share-the-work” movement of unprecedented pro- 
portions, the most extensive experiment in government control of hours 
ever attempted, and as an aggregate result a reduction of about 20 per 
cent — considerably greater than the reduction between the 1890’s and 
1930 — in average standard working time. Also, agitation for the shorter 
week became less exclusively working-class in origin; a considerable 
number of legislators,- large numbers of unbiased students, and even a 
certain segment of employers, became convinced that a five-day week, a 
thirty-six-hour week, or a thirty-hour ■week was necessary not only as a 
relief expedient but also (when coupled with a program of inereased 
worker purchasing power through increases in hourly rates of pay) 
as a causal factor in recovery. The theoretical implications of the case 
for the shorter working day as a force promoting recovery arc discussed 
later in this chapter,* and for the moment we may confine ourselves to the 
story of what actually happened during these years. It is convenient to 
summarize first the trend of hours during the period prior to the advent 
of the National Industrial Kecovery Administration in 1933. 

Two tendencies of the 1930-1933 period stand out clearly: the accept- 
ance by a large part of business enterprise of the principle that the limited 
amount of work currently available ought to be di'vided among as many 

‘ “Wages and Hours of Labor in the Iron and Steel Industry, lOSl,” U. S. Bureau of 
I^bor Statistics, Bulletin 667, lOSZ, p. 3; D. D. I.cacohier, op. cii., p. 102. 

* Several compulsory shorter-work-day bills were introduced in Congress prior to 1933. 
These bills, as svell ns those introduced by Senator Black and Representative Connery in 
the spring of 1033, did not dcGnitcly propose the maintenance of existing weekly wage rales 
when hours per week were reduced, but sought only to compel a svidcr distribution of 
whatever work existed. The Black bill of 1033 passed in the Senate by a vote of 63 to 30, 
but the Connery bill, which was substantially the same, failed to reach a vole in the House, 
being replaced by the National Industrial Recover}’ Act, which attempted both to spread 
work and by raising hourly rates of pay — to increase purchasing power. Representative 
Connery introduced a new rncasme in the 1934 Congress, providing that all NRA codes 
should be subject to the thirty-hour week — a reduction of one-fourth from the modal code 
standard week of forty hours. Since the judicial invalidation of the Nation.al Industrial 
Recover}’ Act in 1935, the proposal that Congress limit hours, and hence spread the 
increased number of labor hours worked among more individuals, has recurred periodically. 

* In/ra, pp. 502-51G. 
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workers as possible, without endorsement of shorter hours as a permanent 
policy; and, second, the introduction in certain segments of industry 
of the five-day week or the thirty-six-hour week of six days with definite 
recognition that the policy was to be permanent. The work-sharing 
movement apparently attained most momentum between 1930 and 193%. 
In March of the latter year, according to a survey made by the United 
States Bureau of Labor Statistics, 56.1 per cent of all workers and 63 per 
cent of the workers in manufacturing were employed part time. After 
the early months of 1932, the work-sharing movement did not again 
become accelerated, and during the first half of 1933 there was a distinct 
tendency to increase man-hours by lengthening of the work week instead 
of by employing more men.‘ This tendency was, in turn, checked by the 
re-employment agreement and the NBA codes of the second half of 1933. 
The aggregate effect of the prevalence of part-time employment was 
a tremendous reduction in the length of the average actual working 
day without an abandonment as the standard to which return was 
expected of the forty-four-, forty-eight-, or fifty-four-hour week. Work- 
ers on part time sustained severe curtailment of their weekly earnings, 
although, as has been indicated in a preceding chapter,* the purchasing 
power of hourly earnings did not, on the average, decline between 1929 
and 1933. The basic notion of the work-sharing movement as it 
manifested itself during the first three years of the depression was not 
that of organized labor and the “underconsumptionists” generally, that 
of increasing total payroll as hours were reduced, but was merely that 
both jobs and payrolls should be shared. The share-the-work movement 
in itself involved no necessary increase in total payroll.® 


* Accurate statistics as to the number of men working half time are not available, but 
computations made by the authors on the basis of percentage changes in man-hours worked, 
persons employed, and the length of the average working week bear out the above generali- 
zation that the work-sharing movement attained great momentum between 1930 and 1932, 
'did not become more widespread during the latter year, and that there was a certain 
tendency toward its abandonment during the six months prior to the going into effect of 
the President’s reemployment agreement and the NRA codes. These computations show 
that the part-time employment situation early in 1933 was probably about what it had 
been a year earlier, when the Bureau of Labor Statistics found the percentages of workers 
mentioned above to be working part time. The American Federation of Labor’s data 
show that 19 per cent of union members were working part time in 1931, 21 per cent in 1932, 
and 21 per cent again in 1933. The Federation’s data do not, however, indicate the increase 
in the average weekly hours of those still on part time. 

“Supra, pp. 116-117, 120. , , 

“ As a matter of fact, a number of the larger industrialists found that the staggering 
program did hi^the effect of making payrolls larger than they otherwise would have bran, 
and in this respect they found themselves at a disadvantage in competition with smaller 
producers who did not cooperate in the share-the-work movement. It is to this fact that 
the relatively sympathetic attitude of industrialists like Mr. Swope, Mr. Sloan, and Mr. 
Teagle toward lepslation imposing the shorter working week upon aU firms within given 
industries is due. The larger firms shortened the working week per worker greatly when 
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The shortening of hours actually worked was not, however, entirely 
a consequence of the temporary institution of shorter working periods by 
firms not ready to endorse shorter hours as a permanent policy. Even 
before the recovery legislation placed national emphasis upon the shorter 
working week, the five-day standard had been accepted by a number of 
the larger firms, it had become the modal working week in the building 
trades, and in a number of cases the six-hour day had been adopted.* 
The progress of the five-day-week movement during the period between 
1928 or 1929, as already discussed,* and the institution of the National 
Industrial Recovery Administration is indicated by two inquiries made 
by the United States Bureau of Labor Statistics in 1932,* one in the form 
of a questionnaire addressed to employers, covering the principal indus- 


busmess fell off, in order to give some employment to as many men as possible, but they 
found that they could not reduce hour!}’ money earnings to any appreciable extent, since 
standards of living would — in view of the relatively few hours worked per wage earner — 
have fallen to an unthinkable level, and tremendous labor unrest would inevitably have 
resulted. Their smaller competitors, on the other hand, frequently reduced wages, laid 
oS men, but worked those retained more nearly the old standard working week. The 
consequence was that daily earnings of those employed by the smaller firms were ns great 
os, or greater than, daily earnings of employees of the larger firms, which were trying to 
a greater extent to spread work, and at the same time — in consequence of the lower hourly 
rates of pay nud the fact that those workers retained were n selected nnd more efficient 
group — their costs of production per unit of product were less. The larger industrialists 
therefore seught, both in their support of the shorter working week by legislation and of the 
NRA hours limitations, to force smaller competitors into the sliarc-thc-work movement. 

* Among the more important firms introdumng the five-day week or the six-hour day 
bctu'ccn 1929 nnd 1933 were tlic Snow King Baking Power Co., of Cincinnati, which insti- 
tuted the basic five-day week in 1929; the Standard Oil Co. of New Jersey, which 
established a normal forty-hour week in 1930; the Kellogg Co. of Battle Creek, Mich., which 
adopted the six-hour day in 1930; the India Tire and Rubber Co., which instituted the six- 
hour shift system in 1932; the Owens-Illinois Gloss Co., which abandoned its three eight- 
hour shifts for four six-hour shifts in 1932; and n considerable number of the automobile 
industry firms. The five-day week was instituted in the Government Printing Office in 
1932, in accordance with the provisions of the Economy Act of that yc.ar. In 1932 the 
Interstate Commerce Commission, in pursuance of a joint resolution of the Seventy-second 
Congre.s5, published an elaborate report of the clicct upon operation, expenses, and service of 
applying the principle of the six-hour day in the employment of railway employees. The 
Commission concluded that the principle of the six-hour day could be applied so far as 
physical conditions were concerned without any material effect, but that (assuming tlie same 
volume of traffic nnd operations as in 1930 and no reduction in the then existing compensa- 
tion for an eight-hour day or other basic day's work) the initial clTcct would be to increase 
expenses of the carriers by 1-l.G per cent of tlie operating expenses, and approximately 
22.2 per cent of the pay-roll expenses, in 1932. Interstate Commerce Commission, Ex Parle 
A'o. JOB; Six-hour-day Inrctligalion, Dec. 0, 1032 (mimeographed). A summary of this 
report is published in Bullelin BIG of the U. S. Bureau of Labor Statistics, "Handbook of 
Labor Statistics” (1030 ed.), pp. 1008-1070. 

• Supra, pp. 474-475. 

’ Cf. "Handbook of Labor Statistics,” U. S. Bureau of Labor Statistics, Bulltiin CIC 
(1030 cd.), pp. 1003-1000. 
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tries of the country with the exception of the building trades and railroad 
transportation, and the other a survey of the five-day week as adopted in 
collective agreements between employers and organized labor. ‘ Of the 
44,035 establishments reporting in the first inquiry, 5.4 per cent had 
permanently adopted the five-day week for all or part of their employees, 
these firms employing 8.4 per cent of the 3,848,349 wage earners employed 
in all the establishments surveyed. For manufacturing, the proportions 
of establishments and of employees on the five-day week were found to 
be considerably higher than for all industries combined. Some 7.8 per 
cent of the manufacturing establishments reported adoption of the 
five-day week, and 12.3 per cent of the employees of all the manufacturing 
establishments were working on the five-day-week basis. In some 
branches of manufacturing the percentages of employees ran very high — 
67.2 per cent in the automobile industry, 40 per cent in the chewing- 
aid smoking-tobacco and snufi industry, 39.9 per cent in the druggists 
preparations industry, and 38.6 per cent in the electrical machinery, 
apparatus, and supplies industry. Workers under collective agreements 
had secured the five-day week to a rather considerable extent by 1932,* 
especially in the building trades. Of the union membership covered by 
the second of these two surveys, 56 per cent had a recognized working 
week of five days or less; a small fraction of 1 per cent had a five-day 
week or less for one-half of a year but for less than a full year; and 
3.1 per cent had a five-day week for some part of the year less than one- 
half. In a number of the trades, such as those of the bricklayers, inside 
wiremen, lathers, plasters, and stone masons, more than 90 per cent of 
the members were working on a schedule of five days per week or less. 

By 1933, then, actual working hours had been reduced, primarily in 
consequence of the spreading of work or the temporary institution of a 
shorter nominal working week, and secondarily by adoption in some cases 
of the five-day week or the six-hour day as a permanent policy. The 
reductions of the former type represented, for the most part, a loss rather 
than a gain in material well-being, since any benefits attributable to the 
greater leisure of workers employed comparatively few hours a week were 


1 Attention may be caHed to the fact that we are here concerned o^ vuth the 
of the flv^day week as a permanent policy, not with the spreading of work on the part of 
firms adhering to the former standard week or with temporary operation on a 
basis as a result of business conditions. The Bureau of Labor 
from its five-day classification firms which had adopted this basic week with 
tion but without certainty that it would be permanent Also ^ f 
only persons working not more than five days per week, and ^ 

cases of shortened standard hours, as where plants ^ 

system of four six-hour shifts, thus reducing greatly weekly hours although stdl operating 

on a ax- or seven-day basis. tram 

* This inquiry was part of the Bureau of La^ 595,367 union members 

rates and hours of labor. The survey, made in May, ISSSi, covereu o , 

in sixty-seven cities. 
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more than ofiFset by the loss of real income. It was only when, under 
the code system of 1933-1935, the shorter hours actually worked on 
the average came to be incorporated, with some modifications, into the 
various codes as the standard working week, with increases in the 
majority of instances in hourly rates of pay, th.at the depression curtail- 
ment of working time could be regarded as “progress toward the shorter 
worldng day” in the sense in which the phrase has been traditionally 
used.‘ 

The reduction in hours prior to 1933 should be summarized with a 
modicum of quantitative precision. Toward the end of the 1990’s, as we 
have already seen,® less than half (45.5 per cent) of the wage earners 
attached to manufacturing had a basic working week of forty-eight hours 
or less. In the majority of manufacturing industries the average stand- 
ard working week varied between forty-four and fifty-four hours, with 
some industries having an even lower average standard and some a higher 
one. In industries and occupations outside of manufacturing the aver- 
age standard working week at the end of the 1920’s varied from the 
building-trades low of under forty-four hours to between fifty-three and- 
fifty-four hours in the case of unskilled labor. It is probable that average 
hours actually worked per week by all groups of workers in 1929 were 
approximately fifty. As has already been said, the most important 
change in the hours situation during the first three years of the depra's- 
sion was not the reduction in the standard or nominal working week, 
although this took place to a very considerable extent, but rather the 
decline in hours actually worked; and a comparison of hours worked per 
employee at the depth of the depression with the prevailing average of 
about fifty in 1929 is therefore more suggestive of what actually took 
place. The data in Table 82 on average hours worked per week at the 
beginning of 1932 and of 1933 indicate the general reduction that occurred 
and its uneven distribution among dillcrent branches of industry. 

The great reduction in weekly hours of those fortunate enough to 
retain jobs during the depression, consequent upon curtailment of oper- 
ating schedules and the rotating of part-time workers, is apparent. The 
average time actu.illy worked per week by all groups in 1929, as has been 
said, was approximately fifty; at the beginning of 1933 this average 

* To sny this is not, of course, to deny thnt nn applicnlion of the hedonistic c.nlculus 
mny dictate thnt ns many ns possible should be given some u'ork vhen the amount nvniinble 
is limited, rather than that the burden should be conccntmtcd by Injung off more employees 
nnd working those retnined mote nearly the standard day or week. As n relief expedient, 
the vrork-shnring movement hud much to commend it. It is merely being pointed out here 
that the reduction in average hours worked during the depression did not constitute n 
“gain” in the sense of progress toward the shorter working week until there had been some 
acceptance of the principle that these shorter octunl hours should be adopted ns tlic new 
standard tor the normal working week. 

• 5upro, pp. 473-474. 
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Table 82. — ^Atehaoe Homs Wobked per Week per Employee in January, 1932, and 

January, 19331 


Industtiat group 

January, 

1032 

January, 

1933 

Manufacturing 

38.4 

37.6 

28.1 

Coal mining: 

29.1 

Bituminous 

27.0 

29.0 

Metalliferous mining 

36.3 

39. 4 

Quarrying and nonmetallic mining. 

34.9 

34.6 


62.0 

44.6 

Public utilities: 

1 

42.1 

37.6 


44.8 

43.4 

Electric Tcilroad and motor bus operation and main- 

48.6 

46.2 

Trade: 

47.8 

47.0 


46.8 

47.4 


63.9 

61.4 


44.4 

42.0 


46.3 

44.1 




42.1 

41.6 





^ ^'Handbook of Labor Statutics," U. S. Bureau of Labor Statistics. Buffcifn dI6 (IflSO ad.), p. 879. 


was 41.5, or a reduction of about 17 per cent. If the steadier branches 
of business, such as public utilities, hotels, and trade, are eliminated 
from the comparison, the reduction is seen to be much greater. But in 
spite of the spreading of work which was reflected by this great reduction 
in average weekly hours per employee, more than fifteen million persons 
were unemployed in the early months of 1933. The most extensive 
experiment in government control of wages and hours ever undertaken 
in a capitalistic country was then resorted to in the hope of reducing 
unemployment and restoring prosperity. 

Evaluation of the shorter-hours theory that expressed itself in the 
National Recovery Administration of 1933-1935 appears later in this 
chapter,^ in the general discussion of the economic implications of the 
shorter working week, and it suffices here to mention the objectives 
sought, to summarize the code provisions and to inquire, into the extent 
to which (if at all) the NAA. shortened actual working hours or prevented 
their being lengthened. The objectives sought by the regulation of 
hours can be said, with no more inaccuracy than must inhere in most 
generalizations, to have been: (a) a spreading of employment by reduc- 
ing hours; (b) a restoring of prosperity by an increase in consumer 
purchasing power consequent upon higher hourly rates of pay and the 
employment of more persons; (e) the providing of a foundation for a 
shorter working week throughout industry in general as a long-run as well 

Infra, pp. 502-616. 
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as an immediate recovery matter, on the assumption that mechanization 
and technological change were reducing the number of labor hours 
necessary for a given quantum of production and therefore the pre- 
depression volume of employment could he restored and maintained only 
if the working week were permanently shortened; and (rf) the promotion 
of sound business hygiene and fair competition hy encouraging enterprises 
to work out under government super\'ision their own standards of hours 
and by making the maxima agreed upon applicable to all within a given 
industry. 

In the actual code-making process, however, conflicting interests 
inevitably emerged. On the one hand, there was the desire to spread 
employment and increase purchasing power by reducing hours and 
raising hourly wage rates; on the other hand, there was the desire of 
industry to prevent hours from being “unduly” reduced and — whatever 
basic hours might be established — to provide enough elasticity to make 
possible smooth and efficient operation of the establishments. The com- 
promises that had to be made were reflected in the hours provisions of the 
codes. 

An analysis according to percentage distribution of the codes in 
accordance with the basic hours provided for* shows that the forty-hour 
week emphatically became the mode during the period of the Recovery 
Administration.* Of the total number,* 85.5 designated the forty-hour 
week as "basic” or standard, one-fourteenth (7.3 per cent) were “less 
than forty-hour” codes, and the same proportion provided for a basic 
work week of more than forty hours.^ Only about 3 per cent proNuded 
for a basic week of more than forty-eight hours, and none for one of 
more than fifty-six hours. WTien the measurement is in terms of the 
number of employees covered instead of in terms of percentage distribu- 
tion of codes, however, the basic forty-hour week is found to have been 
less common. Half the employees of the country subject to the jurisdic- 
tion of the NRA were under forty-hour codes; 10 per cent were subject 
to codes in which the basic week was less than forty hours; approximately 
one-third were under codes specifying basic hours of from forty-four to 

* This sumnino' of the code provisions is based upon the analysis made by the Brookings 
Institution. C/. Lyon, Homan, Terborgh, Lorn-in, Dcaring, and Marshal], The Nalional 
Reemery Adminielralion, pp. 3G&-S92. 

’ It must be remembered that over n third of the employees of the country were trholly 
exempt from the jurisdiction of the National Industrial Recovety Administration: ogricul- 
turc, steam railroads, government, domestic service, professional sers-icc, nonproGt insti- 
tutions, nnd others. 

’ Only one of the opproved codes, that of the fur-tmpping contractors, did not limit 
working hours. The reason given by the Recover}’ .Administration w.is that this industry 
operates only three months a year and daring these three months is subject to weather 
conditions. 

* Lyon el of., op. cit., pp. SC7-SES. 
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forty-eight; and about 7 per cent under “more than forty-eight-hour” 
codes. ^ The fact that the percentage of workers under forty-hour codes 
was smaller than the percentage of codes incorporating the basic forty- 
hour week was a consequence of the coverage by a relatively small 
number of codes of large numbers of employees in public utility enter- 
prises, finance, amusements, professions and services, the distributive 
trades, and the food industries. These codes provided for a basic work 
week longer than the modal forty. The basic week of less than forty 
hours was primarily a creature of the textile, apparel, and fuel industries. 
Numerous provisions calculated to provide a certain amount of elasticity 
were appended to the codes, and the specified basic weeks of course 
provided only a nominal, not an actual, “hours ceiling.”® In numerous 
cases, without doubt, the various “elasticities” did not sufficiently 
facilitate tlic smooth operation of business, on the one hand, or safeguard 
the interests of the workers, on the other. On the whole, however, the 
attention of the code makers was centered upon rigid hours as a means of 
spreading work, and perhaps the aggregate tendency was in the direction 
of limiting elasticities and hence making the basic week more nearly 
approximate the actual week than it was in the direction of permitting 
exceptions and variations. 

This summary of the code provisions with respect to hours makes 
possible several generalizations. (1) The prevalent basic or standard 
week became one of forty hours, as compared with standards ranging 
(with exceptions like the building trades) from forty-four or forty-eight 
to fifty-four or fifty-six during the immediate predepression years. So 
far as the codified industries were concerned, the reduction was consider- 

• Ihid., p. 307. 

• The qunliCcnlions of the bnsic week took various forms and appeared in numerous 
combinations. The basic problems before the code makers were, of course, the providing 
of sufficient elasticity to make possible the smooth operation of businesses, on the one band, 
and the safeguarding of the interests of the workers and the primary purpose of fuller 
employment against use of the qualifications to defeat these interests and this purpose. 
These dasricities were of various types, but they can be grouped under four headinp: 
(1) averaging of hours provisions, (2) overtime periods, (8) periods of various sorts durmg 
which the basic hours might be extended, and (4) permanent exceptions of certain occupa- 
tional classes from basic hours. For analysis of these provisions and of their actual effects, 
see the Brookings Institution study, op. cif, pp. 860-386. The Brookings group con- 
cluded that “there is seeming elasticity in the multitude of provisions for excepted penods, 
excepted occupations, averaging, and general overtime. But when the structure is 
examined in detail, and especially when it is studied ns an operaring situarion in rdated 
industries, its intricacies and inelasticities bulk large. ... It may be said that (always 
with honorable exceptions) the elasticities that have been conferred do not sufficira^ 
facilitate the smooth operation of business, and many do not suffimenUy sateguMd the 
interests of the workers. Inadequate elasticiries spell continual incentive to code violation 
by management; and on the other hand elasticities that do not contain sufficient safegua^ 
or are not capable of being readily understood by the workers tend powerfully to promote 
labor unrest.” (/hid., p. 390.) 
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ably greater than that effected during the first three decades of the 
century, (2) It is important to note, however, that for the most part 
the codes did not establish basic hours maxima which were greatly lower 
than the hours actually being worked. As has already been indicated,* 
average hours actually worked per week by manufacturing wage earners 
in January, 1933, were 37.5, and those for .all groups 41.5. By June of 
1933, in consequence of the tendency during the first half of 1933 to 
abandon the share-thc-work movement and let any increase in labor 
hours effectuate itself through a lengthening of the average time of those 
employed rather than through hiring more workers, average hours 
actually worked, as Table 83 shows, were 42.0 in manufacturing and 
43.9 in all industry. The codes did not, therefore, immediately force 
any widespread additional sharing of work. (3) On the other hand, 
there can be little question that the early 1033 tendency to lengthen the 
working week was halted and that therefore — ^unless the imposed increase 
in the price of labor decreased the amount enterprisers could afford to 
buy enough to offset the tendency of hours limitations to force employ- 
ment of more labor* — more workers shared in such work as was available 
during the second half of 1933 and on through 1934 than otherwise 
would have. Even though the NBA did not establish basic weekly 
standards lower than the actual working week and thereby immediately 
force the employment of more workers, it did prevent a lengthening 
of the working week which otherwise almost certainly would have 
occurred. (4) Finally, the establishment, with numerous modifications 
in individual cases, of the actual week that had resulted from depression 
curtailment of operating schedules as the standard or nominal working 
week inevitably gave permanent impetus to the movement for a shorter 
working week throughout industry in general. In spite of the lengthen- 
ing of the actual, and in a considerable number of cases of the standard, 
working day or week since the judicial invalidation of the National 
Industrial Recovery Act in 1935, the idea of a permanently shorter work- 
ing week became firmly entrenched in the conventions of large segments 
of industry. 

The trend of hours since 1935 may be summarized very briefly. As 
has just been said, the standard week has in some cases been lengthened, 
this tendency being especially pronounced in manufacturing, but there 
has not as yet been any widespread restoration of the basic standards 
of the late 1020’s. For the most part, the lengthening of the standard 


* Supra, p, 481. 

* Probabh'il did not, at least during tbcGrst six or nine monthsarter tlicre-cmpIo}*mcnt 
ngreement and the codes bceanic effective. Probably, indeed, the wages-and-hours theory 
of the NRA never was given n real trial. The reasons for this conclusion are set forth in 
an earlier chapter. (Cf. supra, pp. SSO-SCl.) 
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week after the Schechter decision of 1935^ occurred through the dropping 
of overtime pay for work in excess of the former code maxima, overtime 
work being designated as normal and the standard week lengthened 
accordingly. Except in the case of women and certain groups of males 
for whom the states and the federal government have established legal 
maxima," there is now, of course, no governmental curb upon a lengthen- 
ing of the basic working week. Without federal legislation such as was 
considered by Congress in 1937 and urged by the President in his mes- 
sage to Congress early in 1938, maintenance of the gains of the NRA 
period depends upon the willingness of business enterprise to operate 
with permanently shorter working periods and upon the ability of 
organized labor to wrest concessions from employers disposed to lengthen 
the standard week. There can be no question that many more employ- 
ers are today reconciled to the thought of a forty- or forty-four-hour 
week, and of a five-day week, than were so reconciled in 1928 or 1929. 
There has been so little uniformity in the movement again to lengthen 
the nominal week since 1935, however, that average horns actually 
worked provide the best quantitative measurement of trends during the 
last two years. Table 83 reveals the essential facts. 


Table 83.— A^t.haoe Hotnis Wobked per Week ik Different Indubtribs, 1033-1B371 


Induntrial group 

June 

1033 

Jftn. 

1034 

June 

1034 

Jan. 

1085 

Nov. 

1035 

June 

193Q 

Nov. 

lOSO 

Feb. 

1037 


48. C 

m 

34.9 

36.2 

37.8 

39.2 

40.6 

40.4 

Coal niining: 

31.2 


81.7 

33.0 

22.3 

29.2 

27.5 

28.3 


28.S 

30.3 

26.2 

27.6 

27.3 

25.6 

31.8 

31.4 



38.7 

37.4 

86.0 

39.7 

40.9 

44.2 

43.9 

Quarrying and nonmctallic mining 



35.8 

34.0 

50. 5 

34.6 

35.6 

36.5 

43.5 

38.6 

42.9 

89.2 

40.3 

39.2 

Public utilities: 

87.5 


38. S 

38.1 

39.1 

38.3 

88.6 

37.9 

Electric light and power and menu- 

48.2 

H 

88.8 

38.8 

39. 3 

40.6 

39.9 

40.5 

Electric railroad and motor bus 

Mi 

45.0 

45.8 

45.5 

45.1 

46.8 

46.9 

46.1 

Trade: 

47.1 

41.5 

41.2 

40.4 

41.7 

42.9 

43.3 

42.6 


47.2 

42.7 

40.8 

41. t> 

42.3 

43.5 

44.0 



iKl!Xf3 

48.8 

47.2 

47.2 

48.1 

47.9 

47.7 



42.4 


39. 9 

39.9 

40.7 

41.1 

42.7 



Dyeing and cleaning 

47.4 

IjlJQ 

41.0 

40.1 

43.9 




43.9 

37.6 

37.4 

37.6 

39.3 

39.2 

40.6 

40.4 











•The dnla arc thore at tho U. S. Bureau of J^oor ^ 

me, they arc taken Iron, “Handbook , r vol. 4S, no. S (September. 1930). 

1930, November, 1030, and February, 1037, arc from ilo V , . (May 1937) PP- 1S87-1S91. 

PP. 717-781; vol. 44. no. * (February. 1037), PP. 463-460; and vol. 44, no. 6 (May. 1037). pp. 


* Supra, pp. 370-371. 
= Infra, pp. S17-5?7. 
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Fours of Work in Other Countries . — TVo facts stand out when one 
compares the progress of the Amcriean workers in the matter of hours of 
work with that of their fellows in other countries: the relatively earlier 
attainment of the shorter working week elsewhere and the greater part 
played by government intervention. In practically all the industrialized 
countries of Europe and in the Australasian states, the governments, 
either directly or through policies making for the extension of trade union 
agreements, had enforced the eight-hour principle in many branches of 
industry while the majority of American wage earners were still working 
more than forty-eight hours a week. 

The ten-hour agitation, which was well under way in England by the 
end of the first quarter of the nineteenth century, attained great momen- 
tum during the 1830’s and 1840’s, and by the ISGO’s the more skilled and 
highly organized artisans were bc^nning to attain their goal of an eight- 
hour day. After the turn of the century the movement proceeded even 
more rapidly. During the twenty-five years before 1919, according to 
information compiled by the Ministry of Labour, an average of 120,000 
men per annum had their hours reduced. Hours of work in the coal 
mines of Great Britain were fixed by law, in 1919, at seven per under- 
ground shift and forty-six and a half on the surface. In 1920 Parliament 
raised the daily maximum to eight, but reduced it to seven and one-halt 
in 1931.* During the War many of the lcg.al limitations upon hours of 
work were relaxed, especially in enterprises essential to the winning of 
the War, but since 1919 the British workers have again made distinct 
gains. 

In Germany, the eight-hour standard had become more prevalent by 
the late 1920’s than in the United States. Of 12,270,000 workers under 
collective agreements on Jan. 1, 1929, the forty-cight-hour maximum had 
then been secured by 94 per cent of the women, and 92 per cent of the 
men, salaried employees, and by 90.1 per cent of the women, and 81.8 per 
cent of the male, manual workers. Variations from the forty-cight-hour 
week obtained principally in mining, with the seven- and seven-and-one- 
half-hour d.ay, and in agriculture, with longer hours in the summer and 
shorter hours in the winter.- During the depression yc.ars, the movement 
for equal division of available work resulted in a still further reduction in 
hours, and the eight-hour maximum also became established in industries 
where the working day had been nine or more hours.’ In France, a 
nation where small-scale industry has been more predominant than in 
England or Germany, the eight-hour day has not become as prevalent 
as in those countries, but by the early 1030’s it had been secured by 

' Commons nnd Andrews, Princi jilts of Labor Legislation (Ilnrpcr & Brothers, New York, 
193G ed.), p. 12S. 

* Intcmntioniil Labour OIGcc, Industrial and Labour Information, vol. 87 (1931), p. 10. 

‘International Labour Rrrinc, vol. 20 (June, 1031), pp. 7CC-781, 
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probably more than half- of the workers outside of agriculture. An 
eight-hour law, enacted in 1919, is applicable to those industries for 
which ministerial decrees have been promulgated. Professor Charles A. 
Gide in 1926 estimated that the law then applied to 6,000,000 workers 
distributed among thirty trades,* and since 1926 the number of industries 
subject to ministerial decrees has been slowly extended. During and 
since 1930 decrees have been published extending the act to transport 
undertakings, rice factories, undertakers, and hire and garage vehicles, 
and to several important trades in Alsace-Lorraine. 

The eight-hour day had become wdl established in the Australasian 
states by collective agreements prior to the adoption of compulsory 
arbitration, and during the postwar period of expansion Queensland, New 
South Wales, and Western Australia passed acts limiting work in occupa- 
tions employing a majority of workers to forty-four hours. With the 
collapse in the early 1930's of the postwar prosperity, employer groups 
urged restoration of the forty-eight-hour week as a means of reducing 
their production costs, and in some industries and trades there was a 
lengthening of the basic week accompanied by an extension of part-time 
work. In Western Australia, the railway workers were forced during the 
depression to accept a 5 per cent reduction in wages in order to retain 
the forty-four-hour week. The New South Wales government re-estab- 
lished the forty-eight-hour week in 1930, but protests of the trade unions 
were so persistent that the forty-four-hour week was restored the follow- 
ing year.* Australia emerged from the worst of the depression earlier 
than did most other nations— partly because the policy of monetary 
devaluation was more effective in a country a large part of whose national 
income comes from exports — and since 1933 there have been no important 
changes in the length of the basic working week. 

In the Union of Socialist Soviet Republics the eight-hour day was 
introduced for all industries in 1917 by governmental decree, and since 
1927 the policy has been that of extening the seven-hour day. By the 
middle of the 1930’s approximately half of the workers in industrial 
undertaldngs were on the seven-hour basis.* Underground work in 
mines in Soviet Russia is limited to six hours.* In other industrial 

* David Saposs, The Labor Moremant in ?ost-vm Franco, p. 25S. Mr. Saposs behaves 
tlat Professor Gide’s esUmate of J, 000, 000 covered by the ministerial decrees in 1926 ms 
probably too low. 

’ "Forty-four Hour Week in New South Wales," MmlUt Labor Reoim, vol. 82 (May, 
M),p.lS8. , , ^ , 

* In 1927 the Soviet Government announced its intention to adopt the seven-hour day 
dnonghont industry, and in 1029 an order was issued calling lor adoption of the seven-hour 
day in industry, transport, communication, and the communal services by Oct 1, 1983. 
By the end of 1980 the seven-hour day had been applied to 44 per cent of the worters in 
industrial undertakings (International Labour Office, Annual Rmm, 1930, p. 192), and 
since that 6me it has been extended to more than half of the workers. 

* Commons and Andrews, Prinaiplos a! Labor LtgMm (1936 ed.), p. 128. 
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countries, and some agricultural countries like Argentina and Mexico, 
hours have been limited by legal restrictions.' An attempt to sceurc 
greater uniformity of hours in the various eountrics was made in 191f) 
when the Washington International Labor Conference adopted its Eight- 
Hour Convention." Only nations of minor industrial importanee have 
ratified this Convention without reservations, ratifications by the govern- 
ments of the more industrialized countries being conditional upon ratifica- 
tion by their leading competitors.* In spite of the slowness with which 
the Washington Convention has been ratified, it has been a force further- 
ing adoption of the eight-hour day in the different countries. The 
International Labour Office of the League of Nations reports that year 
by year developments in hours legislation in the various countries have 
almost invariably followed the provision included in the Convention.* 
In 1931 the International Labour Conference adopted a convention 
limiting to seven and three-quarters a day work underground in mines, 
with certain c.veeptions. By 1935 none of the coal-producing countries 
of Europe had ratified, and the convention was revised to meet objections.' 

The Case for the Shorter Working Week. — ^Labor’s demand for the 
shorter working week has been phrased in a variety of terms, and the 
arguments advanced at different times (occasionally even at the same 
time) have not been altogether consistent with each other. The motives 
back of the movement, at least when labor has taken the initisitive, have 
also been various. Likewise the reasoning of impartial students of the 
problem and of those employers who have been converted to the idea 
that a shorter working week is desirable has lacked common substance. 
Emphasis has shifted from shorter hours as a prerequisite to competent 
citizenship to shorter hours as a means of protecting the health of the 
workers, from the "make-work” argument to the idea that workers 
employed shorter hours will be more productive in the physical sense 
than those whose working week is long and therefore will be worth more 
to their employers, from the standard-of-living notion of Ira Steward 
to the emphasis upon shorter hours as a means of offsetting technological 
unemployment, from the lump-of-work thesis or a crude demand and 

* Mc.\ico established the basic eight-hour day by legislative cnactincnt in 1917. Other 
countries, in addition to those mentioned in the foregoing summary, which Iiarc estab- 
lished the right-hour day, generally in periods of labor unrest and revolution or threatened 
revolution, arc Finland (1017), Poland (1018), and Cicchoslovakin (1918). Periodic 
reports of the progress of the shortcr-hours movement in the different countries are to be 
found in the publications of tlic Intcrnation.al Labour OfTicc — the Inicmalhnal Labour 
ffrrinr, Jrulustrial and Labour /n/oraiation, and the Itrports of the International Labour 
Conferences of the League of Nations. 

* The test of this and other consxntions of the League on conditions of l.abor nrc to be 
found in Draft Conrrntions arnf flrromnirndo/ions, Intcrnntioiinl Labour Office, 1928. 

* Cf. /iiJustrial and Labour Information, vol. 37, p. Z4G, and subsequent volumes. 

* International Labour Conference, Rtpori, 1930, vol. 2, pp. 135-130. 

I Commons nod Andrews, Principfes of Labor Lcfftslation (1930 cd.), p, 29. 
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supply theory to the more elaborately developed purchasing-power 
hypothesis of the 1920’s and 1930’s, from the simple idea of dividing a 
limited amount of work among all to the expectation that shorter hours 
would be a useful device in concentrating production in the more efficient 
establishments or in bringing about a better adjustment between the 
durable-goods and nondurable-goods industries. Some of these argu- 
ments — especially those centering around the relationship of hours to 
costs of production, wage rates, and the volume of employment — ^involve 
far-reaching questions of economic theory and economic policy; and 
critical examination of them may advantageously be postponed until a 
later section of this chapter. As a prerequisite to our consideration of 
some of the economic implications of the shorter working week, however, 
it is desirable that labor’s economic arguments be presented in purely 
expository fashion, and that some of the contentions less exclusively 
economic in character be surveyed. 

Citizenship and Cultural Arguments and Motives . — It has been cited 
as “a curious fact”^ that the first argument of American labor unions 
for shorter hours was that workers must be competent citizens. The 
“sun-to-sun” working day was incompatible with competent citizen- 
ship, since workers were precluded from the leisure necessary for con- 
sideration of public questions and were therefore condemned to an 
inferior position in the state. Only by an increase in leisure could a 
higher social, cultural, and moral plane of living, and a generally improved 
type of citizenship, be attained. 

While the “cultural-and-citizenship” argument has long been over- 
shadowed by arguments pertaining to the relationship of hours to pro- 
ductivity, wages, and the volume of employment, it has never been 
disregarded entirely, either by labor or by labor’s friends. Nor will it 
cease to play a part in a consideration of the justifiable and feasible 
length of the working week. Underlying it is a basic fact that has 
become increasingly true as our society has become more industralized — 
that the time a man or woman is able “to live” in the broader sense of 
the word “live” is time spent away from his or her place of gainful 
employment. Standardization of processes, subdivision of labor, and 
routine operations cause the individual worker, in many cases, to be but 
an atom in a highly complex organization, introduce more monotony 
into his work, and thwart expression of the instinct of workmanship. 
Hence the workers, even when their attention has been primarily cen- 
tered upon other implications of the problem, have continued to express 
the feeling that their opportunities for social, cultural, family, and 
religious life can be protected only by limitation upon hours of work. 
As Samuel Gompers phrased it years ago: “The general reduction of the 

^D. D. Lescohier, in Commons and Associates, History of Labor in the United Stales 
(The Macmillan Company, New York, 1935), vol. 8, p. 97. 
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hours of labor . . . would create a greater spirit in the workingman; it 
would make him a better citizen, a better father, a better husband, a 
better man in general. The ‘voting cattle,’ so-called, those whose 
votes are purchased on election day, arc drawn from that class of our 
people whose life is one continuous round of toil. They cannot be 
drawn from workingmen who work only eight hours. A man who works 
but eight hours a day possesses more independence both economically 
and politically. It is the man who works like a machine and never |knows 
when to stop, until in his case perpetual motion is almost reached— he 
is the man whose vote you can buy. The man who works longest is the 
first to be thrown out on the sidewalk because his recreation is generally 
drink."^ Or, in the words of the Interchurch World Movement in its 
Beport on the steel strike of 1919; “None can dispute the demoralizing 
effects on family life and community life of the inhuman twelve-hour 
day. As a matter of arithmetic, twelve-hour-day workers, even if the 
jobs were as leisurely as Mr. Gary says they arc, have absolutely no 
time for family, for town, for church or for self-schooling, for any of the 
activities that begin to make full citizenship; they have not the time, let 
alone the energy, even for recreation. . . . Americanization is a farce, 
night schools are worthless, Carnegie libraries on the hilltops arc a jest, 
churches and welfare institutions are ironic while the steel worker is held 
to the twelve-hour day or the fourteen-hour night.”' 

The incompatibility of excessively long hours with the development 
of competent citizenship and a desirable type of culture is so self-evident, 
and has come to be so generally recognized, that additional comment is 
hardly necessary. There arc, of course, limits to the extent to which 
these social and cultural advantages will ensue ns a result of shorter 
hours. They cannot be expected to appear immediately. The tj^c of 
work, the previous length of the working day, and numerous personal 
and nonindustrial factors all enter into determination of the cultural 
benefits imputable to a shortening of hours. There is, however, little 
^sputc among students of the problem that these benefits generally 
accrue when hours arc reduced from ten to eight without a curtailment 
of real income, and that they are especially apparent where the workers 
arc engaged in monotonous, repetitive, and fatiguing operations. The 
International Labour Office has reported that the general adoption of the 
eight-hour day in Europe was accompanied by a decrease in aicholism, 
to which exhausted workers resort for stimulation, and by a general 
improvement in health, morals, and devotion to family life.' 

'TesUmony ot Samuel Gompets bclorc D. S. Senate Comniittee on Relntiona between 
Labor and Capitol, Aup. IS, 1SS3, quoted in labor and Ihe Employer, p. 81. 

’ Intctchurch World Movement of North America, Report on Slrel Slrike of ISIS (1020), 
pp. C5, S'3. 

*“Rcsult$ of the Eight-hour Doy/’ /n/rmofionof Labour JZmrtf, vol. IS (February* 
1920), pp. 18W86. 
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Eours and the Health of the Workers . — As the general ten-hour move- 
ment began to get imder way during the third quarter of the nineteenth 
century, the citizenship argument continued to be labor’s main conten- 
tion, but the injury to health inherent in long hours began to receive 
greater emphasis;^ and when the factory system became more fully 
developed, the health argument for a time took first place. Like the 
citizenship argument, it has been increasingly overshadowed during the 
twentieth century by the argument that shorter hours are necessary to 
avoid unemployment and increase real income, but neither labor nor labor’s 
sympathizers have ever lost sight of the health and physical well-being 
implications of the length of the week. Protection of physical welfare 
was the dominant motive in the movement, culminating in the postwar 
period, toward abolition of the twelve-hour day in the steel and other 
continuous-process industries. Certainly it is true that long hours 
throughout industry as a whole involve many dangers to the health 
of the workers that were not present a century ago, in spite of the progress 
that has been made in improvement of shop sanitation. To be sure, the 
muscular exertion required of the average worker today is probably less 
than ever before, because of the substitution of power machinery for 
human brawn; but this very substitution, with its concomitant speciali- 
zation of labor, brings nervous strains and mental fatigue that were not 
inherent in simpler modes of production. Specialization of operation 
concentrates the strain of a man’s work upon a particular part of the 
nervous system and upon a particular set of muscles, and the danger of 
nervous and mental, as well as physical, fatigue therefore tends to become 
greater in proportion to the extent of specialization. With specializa- 
tion comes, also, a gradual control by management over the speed of the 
workers. Modem industry demands constant attention and alertness, 
a physical adjustment to an automatic rhythm, an ability to meet the 
physical and nervous demands of increased speed, and an immumty to 
noise and vibration. The effects of rhythm upon the workers, which 
have received increasing attention since the publication of Josephine 
Goldmark’s Fatigue and Efficiency, are especially important. It is 
definitely established that there must be a proper balance between action 
and rest if fatigue is to be avoided and maximum eflSciency assured. 
**In any given tempo, each effort is followed by a corresponding rest. 
There is a perfect balance of swing and recoveigr, rise and fall, exertion 
and repose. ... If such a balance could be permanently established in 
work, fatigue could never occur.”=i But in modem industry Ae machine 
sets the tempo and the worker must keep it. Since industrial rhythms 

* C/. rnTn^in,!.. and Associates, Eistory of Labor in the Untied Stales, vol. 1, pp. 170 and 
884, and vol. 8, pp. 97-98. 

» Josephine Goldmark, Faliym mi Efficiency, p. 81. (Published by the Russell Sage 
Foundation, New York.) 
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arc frequently faster than the natural rhythms of the human body, 
accumulated fatigue, resulting first in an incapacity to respond to the 
demands of the job and then in illness, is likely to be the consequence. 

Evidence of the effect of fatigue due to long hours upon the illness 
and mortality rates of industrial trorkers is abundant. Professor Irving 
Fisher, generalizing upon this evidence, has said; “A typical succession 
of events is first fatigue, then colds, then tuberculosis, then death.”* 
Sickness among workers is, of course, due to many causes— occupational 
hazards, poor factory conditions, bad conditions of home life, undesirable 
community surroundings, unintelligent regulation of personal lives, and 
numerous others— and it is frequently difficult to determine how much 
illness can be attributed to the fatigue consequent upon long hours. 
Nevertheless, there is evidence that convincingly establishes the causal 
relationship. The report of the British Health of Munitions Workers 
Committee showed that 21 per cent of the men forty-one years of age or 
over engaged in heavy labor less than seventy hours a week were of sub- 
normal health, while 31 per cent of the men in the same age classification 
and doing heavy work more than seventy hours a week were of subnormal 
health. The difference in health was even more clearly shown in the 
case of boys eighteen years of age or less. Five per cent of the boys 
engaged in heavy labor sixty hours or less per week were found to be of 
subnormal health, while 11 per cent of those working over sixty hours 
were found to be in bad health. The differences were not so striking in 
the case of workers engaged in medium or light labor, but both men and 
boys working fewer hours wore found to be in better health. Sickness of 
industrial workers is often of a neurasthenic type. Commenting on this. 
Professor Vernon has said: “The great nerve strain of certain occupations, 
such as telephone operating, has been commented upon ... but in 
some countries nervous overstrain appears to be rife in many industries. 
It was found that in German insurance sanatoria, other than those 
devoted to tuberculosis cases, the most common diseases observed 
in the patients are nervous disorders springing from industrial over- 
strain.”® Each year new evidence is forthcoming ns to the detrimental 
effect of excessively long hours upon the health of the workers.® 

‘ Quoted in H. M. Vernon, InJiitlrial Fatigue and EJ/iciency (E. F. Dutton t; Co., 
Ine., New York, 1021), p. 101. 

* IHd., p. 100. (E. F. Dutton {j Co., Inc., New York, 1021.) 

' A smidl book wortb eonsnltinp bcenuse of its ease studies of the relationship of Ioue 
hours and other industrial conditions to neurasthenic disorders is TAe Distali^ed Worker 
by Fisher ond Hanna. P. Sargant FIotoiko’s The Eeonomies oj Fatiyve and Unrest is one 
of the standard works in the field. John Fitch's The Steel Worters and The Carnes aj 
Industrial Unrest and F. S. Lee's The f/imnn Maehine and Industrial EJAeieney also contain 
valuable iiluslrativc material. The briefs submitted to the Supreme Court of the United 
States in Jfiifln’ r. Oregon, 20S U. S. 'tlZ (prepared by Louis D. Brondeis and Josephine 
Goldmark) and Bimting r. Oregon, 243 U. S. 420 (prepared by Felix Frankfurter and 
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The FitUer-enjiloymtit and Higher-wages Argumeni.— Since the middle 
ol the nineteenth century, few ideas have played more prominent part 
in the economic theoriaing of wage earners, or have been adhered to with 
more tenacity and profound affection, than that reduction in the length 
of the working week will increase their real incomes and reduce the 
volume of unemployment. “Whether you work by the piece or the day, 
decreasing the hours increases the pay.” The reasoning underlying this 
oft-repeated trade-union doggerel has varied from time to time. Some- 
times the fundamental premise has been merely that of a “lump of 
work”— that there is a certain amount to be done, practically irrespec- 
tive of the costs of production, and that therefore more persons can be 
employed and total labor income increased if each worker puts in fewer 
hours. Again, the notion of long-run correspondence between labor 
incomes and the prevailing standard of living, popularized in the 1860’s 
by the picturesque Boston mechanic, pamphleteer, lecturer, and social 
reformer, Ira Steward, has come to the fore. In the third place, and 
closely related to the first-mentioned premise, the idea that shorter hours 
and higher pay go hand in hand has had underlying it a crude supply 
and demand ansfiysis— that if workers refuse to work as long hours as 
formerly, labor will be a scarcer factor of production and its price will 
ipo facto be higher. In the fourth place— and superficially inconsistent 
with the argument just mentioned— has been the contention that employ- 
ees are more productive in the physical sense when they work shorter 
hours, and are therefore worth more to their employers. More recently, 
there has been emphasis upon higher wages and shorter hours in order 
to stimulate mass consumption, “maintain economic balance,” and offset 
the encroachments of technolopeal changes upon the employment 
opportunities of the workers. The particular brand of theorizing has 
changed, largely according to the dictates of ezpediency, but through it 
all labor, even while elaboratmg and carrying much further its theory of 
shorter hours, has adhered to certain basic notions. Immediately, we 
are concerned with a brief scrutiny of these notions, and in a later section 
of this chapter we shall examine more critically their economic validity. 

In its oldest, and most primitive, form the idea that shorter hours 
are a causal factor in increasing labor incomes and reducing the number 
of the unemployed appeared in the "lump-of-work notion. As early 
as 1852 the call lor a l^ssachusetts Ten-Hour Convention declared that 
if hours were shortened, more jobs would be available, and that those 
employed would also be paid higher wages.' From that time on, the 

Josephine Goldmark) and to the Supreme Court of Illinois in Eildtie t. Waymm, UiUl 

509 prepared hyLouisD.Brandeis and Josephine Goldmark), mre in part medical treatises 

on the effect of long hours upon the henltb of the workers. 

‘ Commons and Associates, History 0/ ioior in iJ s United Slates, voL 1, p. 546, and vol. 8, 
p. 98. Of course, the mate-work idea and its concomitant, a shorter working day, go back 
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notion continued to hold a dominant place in the thinking of the American 
labor movement. Two basic presumptions were obviously involved: 
that work should be divided among all the workers attached to given 
industries or occupations and that the amount to be so divided was 
limited, "So long as there is one man who seeks employment and cannot 
find it,” declared Samuel Gompers in 1887, “the hours of labor arc too 
long,"' and two years later, after pointing to “the ever increasing inven- 
tions and improvements in modern methods” which were, he believed, 
displacing thousands of workers, he expounded the doctrine that the 
only way whereby displaced workers could be reinstated was by reduction 
in the length of the working day.* If the hours of each laborer were 
curtailed enough, the work would not merely be sufficiently spread to 
take care of the unemployed, but this eurtmlment of supply would raise 
the price of each labor hour or unit enough to increase the daily or weekly 
incomes of each worker. 

Concurrently with the advancement of the “make-work” theory of 
shorter hours, labor accepted, for a time, a somewhat different version 
of the thesis that shorter wages and higher incomes go hand in hand. The 
eight-hour movement launched by Ira Steward in the early 1860’s had 
underlying it two basic premises; that wages tend, within reasonable 
limits and over fairly long periods, to follow the prevailing standard of 
living; and that tcchnolopcai progress was steadily increasing the per 
capita productivity of labor. With shorter hours, according to Steward, 
men would have more time for leisure, recreation, and the developments 
of wants previously unknown. Hence motives and temptations to ask 
for higher wages would be created. “Where all demand higher wages, 
the demand cannot be resisted; that resistance would amount to the 
folly of a ‘strike’ by the employers themselves against the strongest 
power in the world— the habits, customs, and opinions of the masses,” 
This change in customs, habits, and opinions would be the force impelling 
employers to pay higher wages. Moreover, progress in technology was 
steadily increasing the per capita productivity of labor, and the immedi- 
ate increase in labor costs due to reducing hours but not daily or weekly 
wages would stimulate inventions sUll further, thereby making possible 
still further increases in productivity. In other words, if hours were 
shortened, output would be expanded in consequence of tlie stimulation 


macli fartbet in botb tlia Dnilcd Slates and Baelaad. Abaat tbc time of tbo Massaeba- 
sells ConTcnlion of 1952, lioTrercr, tliere Appeared a skill in Ike emphasis of organized 
labor, Ike fullcr-cmpIoymcDl (ind higber>wngc5 nrguTDcnij playing a larger part from that 
time on, nnd tbc citizenskip argument a ircloUvely smaller parL 

^ American Fedcrallon of Labor, Prowdmps, 1B87, p. 10; quoted by D. D. Lcscokicr, 
in Commons and Assodalcs, Uittory of lokr in Mr Sialrt, vol. S, p. 08. 

‘ At tkc 1880 CoQvcQtioD of (be Amenean FedenUon of Labor. Cf. Procetdinpi, 1830, 
p. 16, and D. D. Lcscolucr, op. ctf., p. 00. 
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to technical progress, while at the same time rising standards of living' 
and increased wages would furnish a market for the enlarged output. 
Indirectly, the increase in hourly wage rates would be offset by the 
greater effiaency of labor due to its improved health and better morale. 

Steward, like some of his contemporary reformers, felt a fundamental 
skepticism as to the efficiency of trade unionism, and sought accomplish- 
ment of his objective through enactment by Congress and the state 
legislatures of eight-hour laws, and when it became apparent in the late 
1860’s and early 1870’s that this mode of accomplishment was beyond the 
realm of possibility, labor began to emphasize the “make-work” argu- 
ment rather than the presumptions of Stewardism. Nevertheless, ^e 
philosophy of Ira Steward has had enduring infiuence in the shorter-hours 
movement and, to an extent, in determining the functional character of 
trade unionism. The high-wage and mass-consumption philosophy so 
prevalent during the WJO’s, and then again after 1933, when it influenced 
government wages and hours policy to no small extent, was a revival, 
with modiflcations, addenda, and refinements, of the doctrine preached 
by Steward and accepted by large segments of labor during the 1860’s. 

To a certain extent, the theoretical or philosophical basis of the 
shorte^wo^king-week movement has inevitably changed as time has 
gone on and conditions have become different. Especially during the 
1920’s and IflSO’s could a certain superficial metamorphosis be noted. 
The new verbal wardrobe of the arguments symbolized, however, much 
more an adaptation of labor’s theories to new conditions than a change 
in the essential elements of these theories. As has been said, the agita- 
tion during the last decade and a half has been less exclusively working 
class in origin, and especially during the depression did large numbers 
of persons other than wage earners, induding a certain segment of the 
nation’s employers, come to look upon the shorter working week either 
as a necessary relief expedient or else as a causal factor in recovery. 
Mechanization of industrial processes during the 1920’s was accompanied 
by a rather ominous shrinkage in manufacturing employment,’ and the 
shorter working week was declared to be more necessary than ever 

* Between 1919 and 1929, the average number of wage earners per year in manufacturing 
declined from 9,M0,O{9 to 8,838,743. The decline was not great But during the tame 
period, the population of the continental U. S. increased by about 17,000,000. Of greater 
aignificauce, ao far as the matter of possible permanent displacement of worketi ie concerned, 
the value of manufactured products increased between 1919 end 1929 from $02,041,796,318 
to $70, 434,883,443,, and the value added by manufacture to the materlala and supplies 
procured from other aources increatcd from $24,809,092,920 to $31,886,283,711. Ahtlrwt 
gf the Cmm oj Hu United Slofei, p. 742 and p. 9. The data on eatimated 
number of wage earners here given, it may be noted, differ slightly from those of the 
Census of Manufactures as quoted in Chap. 1 But the differehoe is negligible and of 
no importance so far aa the relationahip of employment to value added, as here set forth, 
ia concerned. 
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before to offset the effects of tcchnologicftl displacement. William Green 
was, however, only elaborating the doctrine expressed by Samuel Gorop- 
ers forty-two years earlier, and adding to it the "underconsumption” 
touch, when he said in 1931: "The hours of labor should be so reduced 
as to square fairly with the increasing power of the individual’s efficiency 
and productivity. If a man can do the same work now in four days 
that he did two decades ago in sk, then why should he be required to 
work the same number of days, only to stagnate the economic situation 
and create further chaos?”* During the early years of the depression 
the simpler, purely relief, version of the “make-work” argument sub- 
merged to an extent the more elaborate theories of shorter hours as a 
causal factor in increasing labor incomes and maintaining economic 
stability, but as the depression deepened, the idea that shorter hours 
were a permanent necessity gained new adherents. Labor and other 
groups, convinced that tlic basic cause of our economic difficulties was 
maldistribution of income, saw in the shorter working week with com- 
pensating increase in hourly earnings an expansion of purchasing power 
that would give a necessary “pump-priming” to industry and at the 
same time establish a better distribution. Technological displacement 
and “overproduction” were, it was said, proceeding hand in hand, and 
must be offset by the dual remedy of higher wages and shorter hours. 
In so contending, labor was carrying its nineteenth-century work-fund 
concept a little further; it was advocating limitation of the total output 
of industry by reducing hours to counterbalance the increases in produc- 
tivity due to advancing technology, with the supplementary assistance 
of wages high enough to lift the increased output of goods off the market. 
Still others advocated establishment of a drastic-illy shorter week on 
the .assumption th.at compensating wage increases would be offset by 
increased Labor efficiency and more intensive utilization of capital, or 
that the institution of lower-hours maxima would m.akc easier an adjust- 
ment to a slower r.atc of industrial growth in the future, or that the 
shorter working week would have the effect of concentrating production 
in the more efficient establishments and thus make possible simul- 
taneously the employment of more workers and the payment of higher 
wages. 

The theoretical implications of some of these latter-day arguments 
will be examined shortly. Here it needs merely be pointed out that while 
labor had by the 1930’s expanded, refined, and to an extent restated its 
economic case for the shorter working week, its basic concept, that of a 
work fund, remained much the same. Technological developments and 
the mass-consumption philosophy of the lOSO’s made possible a bro.ad- 
cning of the concept and the adoption of a terminology more harmonious 

' From im address delivered by Mr. Green nl Ibc Conference of Progressives in Wnsh- 
ington, Mnrcli, 1031. Quoted by D. D. Lcscohicr, op. cil., p. 112. 
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with a considerable part of prevalent economic thought; that was all. 
As Professor Lescohicr has phrased it; "Labor’s theory of shorter hours 



but its essential elements were evolved during the nineteenth century 
controversies: to wit, that the available work should be divided among 
all the workers through shorter hours; that higher hourly earnings can 
be pmd as hours are shortened, thus maintaining or advandng the work- 
ers’ standard of hving, if the basic reason for reducing hours is increasing 
per capita productivity; and that the worker is entitled to increased 
leisure as one of the benefits due him from the increased efficiency of 
industry.”* 

Shorter Hours and Physical Prodact,— The crucial question of the 
effect of shorter hours upon output and costs has been alluded to only 
incidentally in the foregoing exposition of labor’s economic reasoning. 
Yet the importance of this question is abnost self-evident. Our eco- 
nomic system happens to be one in which~in a given state of demand— 
the quantity of goods an enterprise can afford to make, and consequently 
the amount of labor which it can afford to buy, diminishes as labor 
becomes more expensive. If the advances in hourly wages accompanying 
the introduction of shorter working periods do not synchronise with 
increases in the demand for goods which make labor worth more to the 
employers, it would seem that, other things remaining the same, the 
number of workers employers could afford to employ would diminish.* 
One of the things that may not remain the same, however, is the physical 
productivity of the workers. If thdr efficiency is so much greater under 
a forty-four-, forty-, or tlurty-six-hour week than under one of axty, 
fifty-four, or fifty hours that each worker produces substantially more, 
labor costs per uiut of product may be less, although hourly and perhaps 
even weekly earnings are greater, and employers may find it economically 
advantageous to employ more rather than fewer workers.’ It behooves 

' Op. «l.. p. 113, (Quoted with petmission ot The Macmillan Company, New York, 
publishen.) 

* Of course, the percentage reduction in houra may be so much greater than the per- 
centage increaee in hourly rates that more infividuab will be hirei even thou^ employers 
are Snding that they can economically buy only a somewhat smaller number of labor 
houra. As is pointed out later, the immediato effect of the introduction of the shorter 
working week on the volume of employment depends upon the percentage reduction in 
hours, on the one hand, and the percentage increase in wages timer the elasticity of demand 
lor labor, on the other. The general tendency fm tiie absence of any dynamic changa) 
for an increase in the price of labor to reduce the amount employers will buy is all with 
which we need be concerned for the moment, 

‘There ate, of course, complicating factors and various possibilities. If wages ate 
increased commensurately with reduction in hours, so that weekly earnings per worker 
remain the same (t.e., wages ate increased M per cent when weekly houra arc reduced from 
fifty to forty) and it the increased productivity is just commensurate with the reduction 
in hours (i,e„ if houriy output per worker inneases 26 pet cent when hours are reduced 
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US, therefore, to examine some of the evidence as to the effects of reduc- 
tions in hours upon tlic productivity of the workers. 

A caution must be stated, however, before such an e.xaminntion is 
launched. It is always difficult to determine with precision the extent 
to which increased production is imptdabk to a decrease in hours. The 
usual method of measuring the relationship has been to ascertain total 
production of a factory' or other unit over a definite period before and 
after the change. The limitation of this method is apparent: that seldom, 
if ever, arc all conditions of production except the length of the working 
period the same. Such things as improvement in management, greater 
speed of machine operation, greater mechanization, better community 
living conditions, changes in the working personnel which have as their 
aggregate effect a raising of the standard of efficiency, and numerous 
others may play their part, and quantitative measurement of the con- 
tributing share of shorter hours may be virtually impossible. Never- 
theless, there is evidence that creates a strong presumption that extremely 
long working days are not as productive as shorter ones. 

It is, of course, self-evident that there is some point at which further 
reduction of hours fails to increase or maintain daily or weekly output, 
and that there will be until that day, dreamed about by a few, when 
production is so completely automatic that human labor can be dispensed 
with entirely. On the human side, employees working comparatively 
few hours a day are likely to be so little fatigued that shortening the day 
still further will have little effect on their efficiency and output; on tlic 
side of the physical environment of work and of management, a point 
must exist in every plant or industry where further improvements making 
possible increased output under a shorter working day will be technically 
unattainable or prohibitively expensive. Yet it seems dear enough that 
this point has not been reached in many cases. 

from fifty to forty), labor costs per unit of product would be exactly the same. In tbls 
ease (the demand for the product being assumed to remain the same) the higher hourly 
rates would not cause employers to reduce the number of employees on the payroll, but 
on the other hand the volume of employment would not be increased. If, however, the 
productivity of the workers is assumed to have increased only 12.S pee cent when hours ate 
reduced from fifty to forty and liourly rates inercosed 8fi per cent, labor costs per unit of 
product would be greater, and there would bo some tendency toward diminution of the 
volume of employment. A third cose may be assumed : that the produclisity of the workers 
incrca.scs considerably more than 25 per cent when hours nee reduced from fifty to forty and 
hourly rates are increased 25 per cent. In this ease, labor costs per unit would be less than 
they were before the reduction in hours, and there would be an incentive for the employers 
to hire additional workers. However, n counteracting tendenej' would appear in such a 
ease. Total output would be greater than before, and each unit eould therefore (on the 
assumption of n normal demand curve for the product, .sloping downward to the right) 
be sold only nt a somewhat lower price — how much less being, of course, a question of the 
elasticity of demand for the product. Since the demand for hired labor is n derived demand, 
the lower price received for each unit of the product would offset to an extent the incentive 
to hire more labor consequent upon the lower costs per unit of product. 
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In general, the ability of workers to increase their hourly efficiency 
and hence compensate for the redaction of hours seems to be determined 
largely by the amount of handwork as distinguished from automatic 
machine work and by the erient to which the machines with which they 
work require constant supervision. In many cases, also, the reduction 


called “practice efficiency” and “the end spurt”— the tendency of 
workers to become more efficient, even though fatigued, because of 


greater, although generally unconscious, effort when they realise that 
quitting time is near. Professor P. Saigant Florence, generalizing upon 
a large amount of Continental, British, and American data, has set forth 
the conclusion that where the type of work is such that the speed of 


reduction from the twelve-hour to the ten-hour basis results, almost 
always, in increased daily output Under conditions of the same relative 
importance of human and mechanical factors, he concluded that the 
preponderance of evidence shows that reduction from the ten-hour to the 
eight-hour basis generally results in increased hourly output and in at 
maintaining daily output but that further reductions, while 
increasing the hourly rate of output seem to decrease the total output.’ 
Always, however, these effects of reductions of hours were found to come 


H. M. Vernon for the British Health of Munitions Workers Commission 
during the War yielded similar results. Testa of the output of women 
engaged in turning fuse bodies showed the results given in Table 81. 


IiSM 84.— Homr im Wbbsit Ooto of Wouiiii Mosnios Pukt Woams is 
RiiLitioK TO Wssiar Hoots' 


Itne walked 
per week, houre 

1 

Beittive hourly ou^t 

Weekly output 

Index of 
weekly output 

es.o 

100 

7.198 

100 

84.4 

122 

7,186 

100 ' 

47.5 

169 

8,098 

113 


* Adapted Irom H. U. Veraon, /nduilnot Fdifut mi (E. P. DuUon & Coq Iqc>, New York) 
IWIJ, p. 40 . 


Reduction from 66.0 to 64.1 hours, it will be noted, increased hourly 
output only enough to compensate for the shorter working period, but a 
continued reduction to 47.5 hours increased weekly output some 13 per 
cent. In the case of adult males engaged in the same work, on the other 
hand, the results shown in Table 85 were obtained. 


' Of. Tie Emrnm ^ Faliiw md (Henry Holt & Company, Inc. New York, 
1M4), pp, 348-849. 
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T/J)le 85.— HomiT ASH Weeklt OnTroi or .Adult Male Mosrnos Pusr Woukeesis 
Relation to TVeeklt IIouiu' 


Time worked ^ 

per Weeks lioun 1 

RelflU're kourlj* output 

Weekly output 

Index of 
weekly output 

58.2 

100 

5,820 

100 

51.0 

120 

0,120 

105 

50.4 

137 

0,005 

110 


* Ilnd^ p. 4S. 


An investigation of boy labor in the munitions plants showed that a 
week of 47.4 hours had an output of 24 per cent more than a week of 
7S.5 hours. The investigations also revealed that sporadic overtime 
for all three groups had the effect of lowering hourly output throughout 
the day, in some cases enough so that total output was less than when no 
overtime was worked. 

There is, indeed, an abundance of evidence, similar to that just 
summarized, showing increases in daily and weekly output when exces- 
sively long hours arc reduced. In 1922, the Federated Engineering 
Societies, in publishing the findings of its committee on work periods in 
continuous industry, stated that general experience indicated the superi- 
ority of the eiglit-houT over the twelve-hour day, some plants in every 
industry registering individual efficiency gains of 25 per cent or more 
when the eight-hour working period was substituted for the twelve-hour 
day.* Better health among employees, as evidenced by less turnover 
and absenteeism, and improved methods of management were reported 
to be the two most Important contributing factors. Approximately 
C8 per cent of the firms from whom the National Industrial Conference 
Board obtained information, in its 1920 survey of the effects of intro- 
duction of the five-day week by firms formerly operating five and one-half 
or six days, cither experienced no reduction in weekly output or else 
found weekly output increased." The preponderance of opinion among 
employers who introduced the five-day week during the depression years 

' Commillcc on Work Periods in Continuous Industry, The Tvtlre-hour Shift in Indue- 
Inl (l»2e), p. 200. 

* Notional Industrinl Conference Board, The Ffrr-doy HVrlr in Jfniiii/ae/urinj Induslriea, 
pp. 41-19. Of tile firms reporting, 32 per cent had unfitvorablc ciporience so for ns ivcckly 
output was concerned; 40 per cent reported no clinngc in output; and 10 per cent reported 
inerense. In oilier words, OS per cent of the firms experienced no reduction in weekly 
output, and w'crc therefore experiencing greater production per mnn-hour. The rensonn 
given hy employers for the incrc.isc in efficiency wvre: opemling economies and savings in 
overhead resulting from the fact that power plants and machinery often had to be started, 
stopped, and cleaned for only four or five hours Saturday mornings; elimination of absentee- 
ism and low cffieicncy among workers on Saturdays; ability to devote Saturday mornings 
to repair and overhauling of machinery; nod greater goodwill and better health among 
employees. 
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of the 1930’s is that the aggregate effect has been the securing of con- 
siderable economies.' 

The cases and experiences just cited should not lead to too sweeping 
generalization. There is impressive evidence that a shorter working 
period frequently is more productive than a longer one. An hour’s 
work is not a fixed quantity; it varies according to a large number of 
factors, among which is the total of the hours worked per day or per week. 
But there is a point at which increases in hourly output are not 
soffident to compensate for reduction in time worked, and another at 
which increases in hourly output tend to disappear. Probably in the 
great majority of industries the ten-hour day is more productive than 
is the twelve-hour day; and in many cases an eight-hour day brings 
greater output than does one of ten hours. The evidence is not con- 
clusive, however, that throughout indusfay as a whole workers produce 

‘ Some o( these cases are important enongli to deserve a fevr words of mention. The 
Snow King BaUng Powder Co. of Cindnnnti, wbidi introduced the five-day week in 1929, 
operienced a 10 per cent increase in production and a decrease in production costs during 
the first six months of the plan. After it had been in effect for two years, the company, m 
its plant magazine, summarized the advantages as follows: “(1) It is much easier to get 
a better class of employees when they know we work on the five-day plan. (2) It reduces 
labor turnover to a minimum. (S) A saving in light, heat, and power is effected by not 
operating on Saturday, (4) Workers throughout the plant show an inerease in efficienqr. 
({) Basing the monthly quota on our best previous record has materially increased produc- 
tion while reducing the cost, (6) Should it become necessary to increase production in 
any one week, this can easily be done on Saturday without increasing the cost of produc- 
tion.” Quoted in Bulletin 616 of U. S. Bureau of Labor Statistics, “Handbook of Labor 
Statistics” (1936 ed.), p. 1064. The president of the Kellogg Company of Battle Creek, 
Mich, which introduced the six-hour day in 1830 to help relieve unemployment, has 
summarized the firm's experience as follows: “Where the jobs outside of mechamcai and 
maintenance are mostly repetitious, the work tends to become monotonous. Toward 
the end of an eight-hour shift, the employees formerly grew somewhat careless and waste 
increased, Speed of our processes and machines had to be adjusted to this human factor. 
In a shorter working day, the workers are much more alert and efficient, knowing that the 
wotldng time is short and that it ‘won’t be long now’ until the whistle will blow. Bwuse 
of this there was a slight increase, in the rate of production lines that multiplied itself into a 
substantial increase in total production and gave a greater lelum on investment and 
machinery. . . . The list of advantages to the company. . . . includes: Increased daily 
production at every station or task, slight in itself but considerable in the aggregate; 
elimination of meal periods, with their waste,. . . increased return from capital invested in 
plant and machinery, owing to the increased rate of plant operation; opportunity for 
reorganiang the working force to rectify inequalities and fit all ‘pegs’ in appropriate ‘holes ; 
decreased overhead due to the fact that the factory produces more packages of cereals pa 
dollar of overhead than under the eight-hour shift.” (Ibid., pp. 1064-1066.) The India 
'fire and Rubber Co. has reported its experience with the six-hour day, introduced in 1931, 
as follows: "(l) One-third more workmen were given employment; (2) loss of production 
was reduced so that at no time did it exceed five per cent, with many days showing a perfect 
score; (3) absences, which had been an appreciable factor on the eight-hour basis, declined 
almost to the vanishing point; (4) the labor cost per unit .. . dedined 8.2 per cent. 
(M,p, 1067.) 
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more in eight hours than in ten, when all conditions except the length 
of the working period remain unchanged. It is almost certain, os is 
indicated later, that general introduction of the proposed thirty-hour 
week would result in reduction in weekly output per worker and increase 
labor costs per unit of product At the same time, it should be remem- 
bered that the ability simultaneously to reduce hours and increase 
hourly wage rates without diminution in the total volume of employment 
docs not depend exclusively upon a human response to shorter hours in 
the form of greater individual cfBciency and effort. Increases in the 
capital factor, more intensive utilization of capital, improvement in the 
form of capital goods, improved management practices, and greater 
attention to incentives may reduce unit costs of production, even though 
labor efficiency solely imputable to the reduction in hours docs not 
increase in proportion to the reduction. 

Some Economic Implications of the Shorter Work Week.— Labor’s 
theory of the shorter work week, as developed during the nineteenth 
century and expanded, but not changed greatly in its essential elements, 
during recent years, has already been discussed. The amount of work 
to be done at any given time is limited and should be shared among all; 
if each individual works fewer hours, labor will be a scarcer factor of 
production and its price wiU ipso facto be higher; with more leisure men 
will develop new wants and buy more goods because they have time to 
enjoy them; shorter hours are necessary to offset the unemployment 
caused by progress in technology; the higher standard of living consequent 
upon shorter hours and the higher hourly wages accompanying reduction 
in the length of the work period will furnish a market for the increased 
quantity of products industry is technically capable of turning out; the 
increase in total labor income resulting from reduction of hours, main- 
tenance or increase in daily or weekly wages, and fuller employment is 
necessary to maintain economic balance and prevent overproduction. 

In sharp contrast to this theory stands that of the majority of employ- 
ers and, to a rather considerable extent, of “orthodox” economists. If 
hourly rates already approximate the marginal productivity of labor, 
the increases accompanying reduction in the length of the work period 
can only diminish the number of labor hours employers can afford to buy, 
perhaps enough to offset the beneficial effects upon the volume of employ- 
ment of the shorter work period; the higher labor costs per unit of product 
wilt result in higher prices, hence in a diminution of sales, hence in a 
curtailment of production, hence in a laying off of workers; capital costs 
per unit of product will likewise rise in consequence of the greater idle- 
ness of capital (or, the greater quantity of capital necessary for a given 
quantity of production), with the same effect upon prices, sales, produe- 
tion, and the .amount of labor employers will purchase; society ns a whole, 
including the workers, whose money wages will command fewer goods, 



will suffer from the reduction of output.* These opposing theories 
represent such deeply ingrained notions, and the economic effects of the 
shortening of the work week are both so far-reaching and subject to so 
many variables, that we should probe carefully into some of the theo- 
retical implications of the question. 

Rdudim in Ems wilkoul Immt in Eomly Rates of Pay.— Ordi- 
narily, as we have seen, the workeis look upon the shorter work week 
as more than a purely relief expedient, and axe not willing to share their 
wages (t.e., to work fewer hours per day or week at the same hourly 
rates) as well as their work with their unemployed comrades. The 
Instory of the shorter-hours movement shows, also, that reductions in 
hours have generally been accompanied by at least a partial compen- 
sating increase in hourly rales. During periods of depression, however, 
the majority of organised groups favor spreading such work as is avail- 
able, and many employers and a large part of the public seemed during 
the depression of the 1930’s to acapt as axiomatic the principle that as 
many workers as possible should be given some work when little was 
available. 

The theoretical issues mvolved in the case of introduction of the 
shorter work week without change in hourly rates are comparatively 
' simple. Labor costs per unit of product are not immediately affected,* 
but— unless the number of shifts is increased, a possibibty discussed 
later— capital costs are greater because the capital is less My used (or, 
more capital is needed, when capital works shorter hours, to produce a 


*It is, ol course, imporUut, iu all tkoretical reasoning on tequestion, to differentiate 


reduced at the same Ume, the effects upon costs, prices, and total income of all persons 
attached to industry may be eipected to he affected in the same way, although if the ame 
■reduction in output (assuming one to occur in c 


week) takes place in all industries, lux; xsAv^naa^v — * - 

owing to differences in dasUoities of demand. Should the reducUou occur m only one 
industry, or in only a few industries, the e:q>ected results would be different, even tough 
the same forces would be operaUve. B to demand lor to products of to mdus^ 
esperienciug the reduction in hours is fairiy inelastic, purchases of it would not dimmish 
greatly in consequence of any assumed increase in costs and pnce. A largm mount of 

tocommunity’s-total purchasing power would be eipended upon it, with resultant diminu- 

ta in to purchasing power cspended on the products ol other industri^ and thereto • 
with some Lnlage in the demand for to labor employed in other mdustaesi but to 
effects of the decrease in volume of production and increase m costs would be smnU m 

comparison with those following a general reduction of hours. ,11, 

‘There may,ol course, be some effeeU upon laboroosts per nmt of product even^^^ 

houriy rates remain to same. If less efficient workers have to be tod to do part rf to 
work formerly done by a more selected group J 


of the fatigue factor, labor costs per unit of product (under our 
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given quantity of product). In a monopolistic industiy, the immediate 
effect should be to reduce the incomes of the entrepreneurial and invest- 
ing group, since price presumably has already been set at the point 
yielding largest net income; and members of this group would have less 
to spend for consumers’ and capital goods. This diminution in their 
expenditures would, other things remaining the same, decrease the 
demand for labor employed in other industries. Under competitive 
conditions, the increase in capital costs per unit of product would be 
expected to manifest itself, on the whole, in an increase in price, which 
would reduce purchases of the product. To the extent that the shorter 
working week was a factor encouraging or forcing certain readjustments 
and changes— two-shift or three-shift operation, improvement in the 
caliber of management and in the form of capital goods, and other po.ssi- 
bilitics discussed later — the increase in capital costs might be eancelcd. 
For our immediate purpose of analyzing the effects of the introduction of 
shorter work periods as an influence in and of itself upon costs, prices, 
production, and the volume of employment, however, consideration of 
these all-important dynamic possibilities may be held in abeyance. 
Where capital costs bear an important proportion to total costs, the 
tendency of the shorter work week, even without a compensating increase 
in hourly pay, to increase prices or else (as in monopolistic industries) 
reduce the incomes of employers and investors, and hence the demand for 
labor arising from these incomes, must be taken into account. • 

lUduclion in Hours with Increase in Hourly Bates of Pay.— The cir- 
cumstances just assumed— reducing hours to make more , employment 
without a change in hourly rates of pay — arc not those that bring the 
most dilflcult and complicated questions in connection with the economic 
implications of the shorter work week. In spite of the fact that capital 
costs tend to increase somewhat when capital is less fully employed, the 
ultimate reduction in purchases and production may be much mote than 
counteracted, so far as effect upon the volume of employment is con- 
cerned, by the necessary employment of more workers, due to the reduc- 
tion in hours.* If the complicating issue of wage rates were not involved, 
one could assert with confidence that the possibilities of the shorter 
working week as a means of attaining fuller employment are very great.* 

' The proportion ihnt Inbor costs nnd capital costs bear to Ciich other, which vary 
tremendously Among diflcrcnl induslnes And among difTcrent plnnU \nllnn given indu5* 
tries, nre extremely iroportAnt in dclcrsxming the cxnct cfTccl of a reduction in hours 
without clmngc in hourly mtes of pay. Tnierc cnpitnl costs nre small rclntivc to labor 
costs, the cITcct upon total production cost per unit of product of the less intensive utiliza* 
tion of cnpitnl will be small. 

* To say that they would be "very great” if the complicating issue of wages were not 
involved is not to sny that they would be "unlimited.” Hours cannot be reduced indefi- 
nitely ns A menus of absorbing the unemployed unless wage increases arc granted, for 
standards of living would then fall to an unthinkable level, and to one wblcb labor would 



nouns OF work 


505 


Inevitably, however, the question of wages is involved in the great 
majority of reductions in the length of tlic work week. Workers, when 
they seek shorter hours, are not candidates for a reduction in weekly 
earnings; an integral part of the labor theory that shorter hours increase 
real incomes of those employed as well ns the volume of employment 
presupposes, indeed, an increase in hourly rates of pay. 

Both labor and capital costs are affected w’hen the work period is 
shortened and compensating increases in hourly rates arc given to the 
wage earners. On the side of capital the effects are, of course, those 
discussed earlier, when it was assumed that hours were reduced and 
hourly rates of pay remained unchanged. Since capital, like labor, 
works shorter hours, a larger amount will be necessary to maintain a 


ml tolerate. Prol).iI)lj’ llie mnjorily ot stadcnls ot the problem hnve set thirty hours 
during the inid-1930's as the lowest standard that could, as a realistic matter, have been 
introduced as a means ot absorbing more ot the unemployed. What would have been the 
pcrccnlagc increase in employment it all workers had worked only thirty hours (assuming 
that wage ratc.s per hour remained the .snmc and that no other costs accrued in consequence 
ot introduction of the thirty-hour week)? For many lines of industry, an arithmetic 
computation of the percentage and absolute increase in the number ot workers that would 
be required under the maximum tliirty-bour week is impossible, owing to our laek of 
information ns to the number of workers employed and the number of hours they work, 
hut such compulations can be made in llic ense of manulacluring workers. The U. S. 
Bureau of Labor Statistics reports that in January, 1933, some 5,042,000 wage earners 
were employed by manufacturing industries, and llint average hours per week were then 
37.4. The total number of man-hours worked per week in January, 1053, was, tlien, 
188,552,000. The National Industrial Conference Board has computed the number of 
. wage earners who would have been required to furnish the same number of man-hours if 
each worked just thirty hours a week, for January, 1033, and for subsequent months 
through September, 10,34. (C/. "The Proposed Thirty Hour Week in Manufacturing 
Industry, " Confcmcc Hoard Serrioe Letter, Nov. 30, 1034, p. 81.) This study shows that m 
January, 1983, when 5,042,000 wage earners, working on the average 37.4 hours per week, 
were furnishing manufacturing industry with a loUl of 188,552,000 man-hours per week, 
an increase of 1,243,000, or 24.7 per cent, would hnve been necessary to provide the same 
number ot man-hours with each working tidrty hours a week. By January, 1934, when 
average Iiours worked were 33.7 and 0,140,000 wage earners were employed, the providing 
of the same number of man-hours (207,120,000) would have required 757,000, or 12.3 per 
cent, more workers. For September. 1984, the percentage increase m employment 
necessary to furnish the number of mnn-honrs worked that month had the thirty-hour week 
been in effect in manufacturing was 11.0. Daring the middle of 1037, the percenta^ 
increase in employment, on the same basis of computation, would have been somewtot 
Breater had the tldrly-hour week been in effect, owing to the fact that the working week 
vas lengthened between the third quarter of 1034 and 1037. employers mamtering a 
disposition to increase the number of labor hours worked by lengthening the ^ 
well as by hiring more workers. CompntaUons of the type made by Conten^ 
Board and quoted in this footnote arc, of course, based upon the all.otbe>th ng^ 
iag-th^same” assumplion-and all other things never do remain the same. Th^ are 
^eggesUve, however, of both the existence of possibilities of 
shortening the work week without change in hourly rates of pay and ot the hmits of these 
possibilities. 
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given volume of production.* On the side of labor, the increase in cost 
is, of course, the advance in hourly rates plus any additional labor costs 
that may accrue (such as lower average efficiency, poorer coordination 
of the worldng force as a whole, etc.) and minus any savings in labor 
costs (such as greater average efficiency consequent upon the reduction 
in the length of the work period). This increase in labor costs could be 
absorbed by the economic system in various ways, but the clement of 
validity in the orthodox position that the tendency would be to decrease 
the number of labor units, or labor hours, employers would purcliasc 
must be conceded. If the immediate effect is a reduction in the income 
of the employing group (as it is likely to be in a monopolistic industry), 
the aggregate demand for goods may not change at once. The employ- 
ing group will be able to purchase fewer consumers’ and capital goods, 
each w'orkcr (under the assumption that hourly rates arc increased 
just enough to compensate for the reduction in time worked) will have 
the same money income, and to the extent that more arc employed to 
maintain the same volume of production, total labor income will be 
greater. Hence there need be no initial decline in the aggregate demand 
for goods and therefore for the services of the workers making them. 
Ultimately, however, the fact that more of the employing group’s or of 
the community’s purchasing power must be expended to effect the pro- 
duction of the same quantum of goods in the industry in which hours 
have been reduced (or that fewer goods, which in the exchange process 
constitute a demand for other goods and therefore for labor, will be 
produced by the same expenditure of purchasing power) will have an 
adverse effect upon the volume of employment, unless offset by some 
of the possible cliangcs that arc discussed later.* In competitive indus- 

* II a lorgcr quantity of capital is required and demanded, the normal elicct to be 
anticipated would be an increase in the interest rate. Hence capital costs per unit of 
product would be increased in two ways: the increased amount of capital ncccsmty to 
maintain a given volume of production and the increased price enterprisers would have 
to pay for each unit of capital. However, as was said in the discussion of the marginal- 
productivity theory of distribution in an earlier chapter (riipra, p. 185) the .supply of 
capital at any given time tends to be fixed, increases or decreases in its price not nlfccting 
tlic amount forthcoming. Aiso, there may be considerable idle equipment at the lime the 
shorter work week is introduced, so that no increase in the interest rate to bring forth more 
capital will be ncccssarj'. Also, tlic already discussed (supra, p. 185) indclcrminatc- 
ncss of the long-run supply curve for capital must be kept in mind. As was .said in an 
earlier chapter, diilcrent economists have postulated almost every conceivable supply curve 
for capital. 

• The extent to wlddi a monopolist will, immediately and for a fairly long period, absorb 
the loss depends upon the cost situation and upon whether consumer demand for the pro- 
ducts is clastic or inelastic. If the increase in costs is not great, and if demand is very 
clastic, so that the total price area would be greatly redueed if price were increased, it is 
likely that the increased cost will not be passed on to purchasers of the product in the form 
of a higher price. The monopolist has already presumably fixed the price at the point 
yielding maximum net income. If he is operating under decreasing rather than increasing 
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tries the effect of the increase in costs, both labor and capital, will be a 
rise in prices and a diminution in purchases'— once more on the assump- 
tion that all other things remain the same. This diminution in purchases 
would, of course, reduce the number of labor hours employers would buy. 
When the shorter work week is instituted simultaneously in all industries 
—to make general application of the same reasoning— the effect will be 
to cause a shifting of e.’cchange ratios between commodities and their 
establishment upon a new basis;* but the aggregate and ultimate effect, 
when the analysis is confined to the realm of “pure” theory and all 
realistic elements of difference and change are sternly excluded, will be 
that everyone will have more leisure and fewer goods. 

Is it not possible, however, to apply with more precision the principle 
that increases in hourly wages which do not reflect increases in the 
demand for goods (such as those granted in compensation for the short- 
ening of the work week) tend to diminish the number of labor hours 
enterprisers will buy? What docs the principle dictate with respect to 
the relationship that must be maintained between wage rates and the 
reduction in hours if the shorter work week is not to increase rather than 
diminish employment? 

It seems clear that the reduction in hours must be substantially 
greater than the percentage increase in hourly wage rates, if the inmedi- 
ate effect of the institution of the shorter working week is not to be an 
increase in unemployment, Stated m more technical language, the 
effect of the shorter worldng week upon the number of workers employers 
^ hire or retain depends upon the percentage decrease in hours, on the 
one hand, and the percentage increase in hourly rates times the coefficient 
of the elasticity of demand for labor.* As has been said in an earlier 
chapter, the demand for labor throughout industry in general is probably 
at least moderately elastic,* and the implication of this fact so tar as the 


costs, Piece crill be a twofold inceotive not to pass the iaciessed cost on in the form of n 
price rise : tbe fact that unit costs of production would rise since overhead would be spread 
over a smaller number of umts and (under the assumption of elastic demand) the decrease 
in gross income. 


^ In highly competitive industries some of the establishments just above insolvency may 
be pushed across the mar^pnal line, but if ]nodu{;iioii were then concentrated in the econom- 
ically stroller plants, this would not neeesrarily cause a permanent increase in the volume 
of unemployment. 

^ Because pven percentage decreases in the output of some commodities increase their 
command over other commodities more greatly than do the same percentage decreases in 


* Thus, if the coefficient of dastidty (d demand for labor is -2.1 if the number of 
labor units employers will buy diminukei by 2.1 per cent with each increase of 1 per cent in 
wages) and if compensating increase in hourly wages is 6 per cent, the percentage reduc- 
tion in hours will have to be more than 10.5 per cent if more workers are to be hired. 

^ It will be remembered (supra, pp. 181-182) that Paul H. Douglas in his statistical and 
ft The Theory ^ Woyes, concluded that the 
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possibility of maintaining daily or weekly wages when hours are shortened 
and at the same time increasing employment is obvious. With industrial 
society constituted as it now is, some sharing of weekly wages, as well as 
of work, seems necessary when shorter hours arc introduced. It must be 
noted, also, that when some compensating increase in hourly rales is 
granted (even though the percentage reduction in hours is greater than 
the percentage increase in hourly rates by more than the coeiheient of the 
elasticity of demand for labor, and more workers are therefore employed), 
costs are higher, and that the already described sequence of events with 
respect to prices, output, and the amount of goods and of leisure for the 
community as a whole tends to work itself out. 

The immediately foregoing is a short-run analysis. In the long 
run, it is probable that labor will receive approximately the same com- 
pensation in relation to its hourly output regardless of whether the work 
week is long or short. As the per capita output of industry increases, 
shorter hours are possible without a decrease— but on the contrary, if the 
rise in per capita output is great enough, with an increase— in real weekly 
or yearly incomes of the workers. The benefits of increased output per 
man-hour can be taken in the form of higher weekly and yearly real 
incomes, or in additional leisure without sacrifice of real income, or they 
can be divided between the two. As a matter of historicfil record, hours 
have been shortened and real weekly and yearly incomes have increased. 
The essential fact to keep in mind, however, is that the increase in pro- 
ductivity has made possible shorter hours without reduced weekly 
incomes; for the most part, the cause and effect relationship has not been 
the opposite. Wlicn shorter hours arc resorted to as a means of relieving 
existent unemployment or offsetting the effects of certain maladjust- 
ments, such as we arc now ready to discuss, the relationship of the length 
of the work week and of hourly rates of pay to the number of labor 
hours employers will buy and the number of persons working these labor 
hours, as set forth in the above short-run analysis, is of vital significance. 

Shorler Hours, Technical Progress, and the Hate of Industrial Growth . — 
The discussion of the economic implications of the shorter work week 
has thus far proceeded, for the most part, by the method of simplified 
assumption. We have tried to suggest the results of a change in this 
or that factor, assuming all other factors to remain the same. Yet 
“it is dangerous to assume that the neat, tidy world of syllogism is in 
fact a picture of the real world.”* Almost every economic situation has 
bound up with it a multitude of variables, and the situation created by a 
change in the length of the work period is no exception. Each of these 

elasticity of demand for labor is between — S.0 nm! —4,0; Professor Pigou {The Thtory cf 
Vnemplotfmcnl, p. 07), working independently and using cbiclly deductive methoeb, lins 
reoebed Anrlually the same conclusion. 

1 P. n. Douglas, TAc Theory of Hcjm, p. 00. 
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variables determines, to an extent, tbe result. In approaching a dis- 
cussion of some of the variables that may determine the effect of a shorter 
work period, it is advantageous to consider first some of the situations 
in our ever-changing economic relationships for wbieh shorter hours are 
suggested as a remedy. 

Displacement of workers by technolo^cal change inevitably sug- 
gests itself. For many years, as has already been noted, labor groups 
have contended that surplus labor was resulting from the rapid substitu- 
tion of mechanical methods of production for hand methods. During the 
1920’s and the 1930’s, the nineteenth-century work-fund concept appeared 
in a somewhat different verbal garb, even though not changed in its 
essential elements, when labor advocated a limitation of the total output 
of industry to counterbalance the increases in productivity due to advanc- 
ing technology; and by many technical changes are believed to have been 
particularly rapid during the depression years of the fourth decade of 
this century.* Frequently the contention that hours must be limited to 
prevent men from losing their jobs is made in such a way as to suggest 
that technological progress is futile and that unemployment can be 
avoided only by offsetting the gains in efficiency by reduction in hours, 
The argument attained its most extreme statement several years ago in 
that melancholy travesty on economic science, technocracy. 

The problem of technological displacement is discussed in some detail in 
the following volume,* and it is sufficient here merely to mention a few of 
the phases of the problem most directly relevant to the proposal that hours 
be shortened to counteract the displacement effect of technical progress. 
Economists, proceeding upon the optimistic assumption that labor- 
saving devices, by reducing the cost of producing goods, release enough 
purchasing power to create new j obs for those they destroy , have gener^ly 
regarded the problem as being primarily that of assisting men to 
themselves to changes in the nature and location of jobs. And, in e , 
the optimistic assumption finds historical substantiation in the fact that 
the long-run demand for the services of workers has apparently kept pace 
with the grovrth of population. It is important to note, however, that 
technical changes render old wage rates obsolete, and that ess 


‘As a matter of fact, we do not know just to what erfent technological chan^ took 
place during the depression. The fact generally cited by those confidrat that meehamsa- 
don has created an unusual rate of labor displacement is the increase in 
boar, the facts about which are mentioned in an earher chapter (rapre, pp. 

Improved methods and more efficient machinery, wHch may immediately displace worto 
midoubtedly were parUy responsible for the increase in output p« ““■'‘7' ^ ^ 
other factors, not indicative of technological displacement probably were 
the spur to effimency when workers are in fear of losing their jo s, ® ® “ ‘ 
connection with personnel that always goes on during a ifcpression, and the disappearance 

aF n 1 t e •< 1 - r— kiscinAea PJlfAhIlshni6Dt9» 
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Cf. vol. 2. Labor*a Risks and Social Insurance, Chap. I 
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independent monetary factors, an inflation psychology, or something 
else causes the general price level to rise — they arc likely to leave existing 
wage rates too high to make possible maintenance of the existing volume 
of employment. The reason is not diflicult to see. Since labor-saving 
inventions reduce the cost, .and hence the price, of capital goods, it pays 
enterprisers, when new labor-saving devices become available, to use a 
larger proportion of capital and a smaller proportion of labor if they 
have to pay the same price per labor unit.* But wages are a sluggish 
price, they do not fall when technological improvement reduces the price 
of capital goods, and because labor becomes an expensive factor of pro- 
duction relative to capital, an unemployed surplus of it develops. The 
displacements that occur arc caused by the conjunction of technological 
changes and sluggish wage rates. However much validity there may 
be in the orthodox position that as a long-run matter labor-saving 
devices release enough purchasing power to create new jobs in place of 
those they have destroyed, the immediate displacements caused by the 
impact of technical changes upon a more or less rigid price structure 
are an unquestionable fact.- 

‘ Two cxcdknl articles discussing the impocl of technical changes upon our somewhat 
inOcsiblc price (and especially wage) structure are those by Sumner II. Slichtcr, "Lines of 
Action. Adaptation, and Control," Amcn'caTi Erommk Jlm'etr, Siipplmnl, vol. 22 (March, 
1032), pp. 31-S4, and "Implications of the Shorter Hour Movement,” Procrrdinps of th 
Acaiemy of Political Science, vol. IS (1934), pp. 431-445. The indebtedness of the nulhora 
to Professor Sliclitcr for pact of the present analysis will be apparent to anyone who reads 
these two articles. 

‘ The sequence of events when technical changes reduce tlic cost of capital goods and 
encourage enterprisers to employ more capital and less labor so long os they have to pay 
the former price for labor may be tmeed through in a little more dclnil. Whether a great 
deal of immediate displacement actually occurs when an important labor-saving machine 
is introduced seems to depend in large part upon whether the general price level is rising, 
remaining stationary, or falling. If prices are rising (owing to independent monetary 
conditions or something else), the tendency for technological clinnges to make labor too 
espensive a factor of production to use in the former volume tends to be oifset by the 
tendency of money wages to lag behind other prices. But if the price level is falling, 
the tendency of technological improvements to tender wage rates too high to maintain the 
volume of employment is only accentuated, since wage rates fall ns well ns rise less rapidly 
than do prices in general. Under these conditions, ns Professor Sliclitcr has pointed out 
("Lines of Action, Adaptation, and Control,” op, cil., pp. 43-44), tlic displacement may 
become more or less cumulative, because this tendency for falling prices and technological 
progress to leave money wages too high would stimulate managers to search more vigor- 
ously for ways of cconomiring labor. It is proper to roise here the question of what can 
be done (aside from the effectiveness, if any, of reduction in hours, which it is our primary 
task to discuss in this section of tlic chapter) in preventing technological improvements 
from producing unemployment by causing wages to become too high relative to the prices 
of capital goods. One possihilitj'— an obvious one— would be to reduce wages. This 
suggestion, of course, stands in dinraetric apposition to the labor thesis timt hourly rates 
must be increased since technological displacement and "overproduction" arc proceeding 
band in hand. But if the problem is basically that of technological changes causing the 
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This discussion of technological displacement indicates that the prob- 
lem is primarily short-run in character, and we must turn shortly to Ae 
question of whether our analysis of the short-run effects of a reduction 
of the work period indicates that shorter hours are likely to help greatly 
and to the question of what industrial readjustments might possibly aid 
in achieving simultaneously shorter hours, fuller employment, and a 
maintenance (or at least not a great impairment) of weekly incomes. 

It may be noted in passing, however, that the United States is perhaps 
confronted by a maladjustment greater than that occasioned by techno- 
logical change, and that the question of whether shorter hours oe ^ 
efficacious remedy is equally relevant to this maladjustment. Mustry 
in this country, as almost everyone knows, has been mganiaed and 
equipped for an extraordinarily rapid rate of growth. The American 
peopk were occupying a vacant continent, and population growth wm 
accelerated by a large flow of immigration; in consequence a large p 
of our social energy was devoted to the production of capital eqn pmerrt. 
It is not unlikely that we have now-reached a tmmg pomt. 
natural resources are fairly well exploited; the great flow of ^“ig^ 
has ceased. If the rate of growth is to be slower m Ae “ 

period of readjustment probably lies ahead of us, or when Ae mte of 
growA slows down labor employed in the 
displaced.^ Eventually, a drop in employment in ^tah^od 
industries may be expected to be compensat^ for ^ 

ment in Ae consumers’-goods 
of a drop in the demand for capital goods is a rop 

consumers’ goods. This is, of course, a ^^^n A S 

employees in the canita l-goods industnes are laid off (or when hir g 

price of labor to be too high, relative to that of capital, ^ Unfortunately, 

employment, the suggestion of wage reduction ® 2 workers 

however, there is no perfect apparatus for P ® jobably ultimately bring 
are displaced, their competition with the ^5 case only through 

the wage level down. However, it wonl , joynient. A second possi- 


development of the situation whose avoidanre is wug accumulation of capital. If 

hility, on theoretical grounds, would he a s im (^hen labor is 

the proportion in which it was economical 0 ^ to 

paid the same price as formerly) has cknged f'®'" ^ occessary to prevent 

twelve, an increase of 20 per cent in the amonn o ^ capital accumulation, in 

imemployment. But our machinery machinery for controlling wages, 

tins unplanned economy, is even more madequa f , ^ general price level. Since 

A third alternative would be a little judiaous m neral price level would tend to 

- ■ ’ to tavhehmd other prices, an increase in t g ..... 


offset the disparity between wages and tae pri^ ^*Lffice here merely to call attention 
he writtan about each of these possibilities, but it mus 

to them and to their limitations. , .i.jij of Professor Slichter as 

'Here, again, acknowledgment C A PP' 

set forth in “Implioatioiis of the Shorter Hour Movement, op. « 
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rate slows down so that increased unemplojinent in the labor market as a 
whole develops) and when the owners of plants in the capital-goods 
industries receive smaller returns on their investments, a reduction in 
the purchases of consumers’ goods oceurs.* It occurs at the verj’ lime 
when the consumers’-goods industries need to employ more workers 
in order that industry’ ns a whole may absorb those who cannot bo 
employed in the capital-goods industries. 

Is the shorter week, by reducing the unemployment consequent upon 
the inability of the capital-goods industries to employ relatively as 
many workers as in the past, likely to make easier adjustment to a 
slower rate of growth, and is it likely to mitigate the immediate maladjust- 
ments caused by labor-saving inventions?- Unless the shortening of 
the work period can be accompanied by certain other changes enabling 
industry as a whole to sustain the cost, it must be admitted that the 
possibilities appear to be somewhat discouragingly limited. Techno- 
logical unemployment, as we have seen, is a phenomenon consequent 
upon the fact that existing wage rates become obsolete, those that for- 
merly brought supply and demand into equilibrium no longer doing so; and 
the trouble is generally tliat wage rates arc too high to perform this 
function after the price of capital has declined. To introduce the shorter 
working week at such n time with an increase in hourly wages is— again 
unless other readjustments reducing production costs c.an be made to 
synchronize with the hours-wages readjustment — likely only to accentu- 
ate the difficulty. It is true that — ^probably unfortunately — the United 
States and other industrialized countries appear to be moving toward 
institutional arrangements that will make prices more rather than less 
rigid, and that if flexibility c,annot be obtained in prices it possibly can 
be obtained to a limited extent in hours of work. A long-run policy of 

^ IncidcDtall}', os Professor Sliclilcr points out (iffid.* pp. 71-72), Oils nnnlysis suggests 
tlic real nature of the problem of “industrial OTcrdc^x]opmcnt.” Overdevelopment is not 
a consequence of industry’s having chnuged or grown loo rapidly, but mlhcr of the fact 
that it has not changed or grown rapidly enough. It i$ a phenomenon which appears when 
the rate of change or of growth slows down. When business men experience greater difE- 
culty in finding profitable ways of changing or expanding operations, the demand for goods 
that depends on growth or diangc shrinks. Tliis shrinkage in demand causes industry to 
appear to be overdeveloped. 

" It may be obscr^’cd that technological changes, in spite of the immediate maladjust- 
ments and unemployment they occasion because labor becomes overpriced, arc likely in 
the long run to reduce displacement of labor mlhcr than to increase iL Technological 
clmngcs help to sustain the demand for capiUil goods, nnd if, ns is suggested in the pre- 
ceding paragraph, wc arc entering upon a period when capital equipment cannot be 
expanded ns rapidly as in the past, anything sustaining Uic demand for equipment may be a 
tremendous help in adjusting ourselves to n slower rate of growth, and to a situation where 
more persons will be employed in the consumers'-goods industries and fewer in the capital- 
goods industries. 
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reducing the work week Irom time to time, as output per man-hour, and 
therefore the worth of labor, increases, may prove a useful device for 
meeting the problem occasioned by the conjunction of technolopcal 
changes and sluggish prices. But as a short-run matter (and the problem 
is, as has been pointed out, primarily short-nm in character) a mainte- 
nance of wage rates when hours arc reduced leaves unmitigated the basic 
difficulty, that technical changes have rendered it advantageous to 
reduce the proportion of labor employed unless the price per labor unit 
is lowered, and a compensating increase only accentuates this difficulty. 
The same considerations apply to the longer-run problem of readjustment 
to a slower rate of industrial growth. Unless the percentage reduction 
in hours is substantially greater than the percentage increase in wage 
rates, the shorter work week unaccompanied by other changes reducing 
costs and cncouMging the buying by enterprisers of mote labor hours is 
not likely to be of great immediate efficacy. And again it may be recalled 
that it the higher hourly wages granted when hours are reduced (or the 
maintenance of existing hourly wages which have been rendered too high 
by technical changes) results in the working of fewer hours, the physical 
output of industry will be reduced. This cost of absorbing the unem- 
ployed has to be recognized. 

ffours ani the A'umiicr of Shifte.—li is now appropriate to abandon 
the “all-other-things-remaining-the-sanic” assumption which logical con- 
sistency has thus far necessitated, and to raise the question of what 
readjustments might, by their synchronization with the introduction of 
shorter work periods, achieve substantial savings and thus make possible 
simultaneously a shorter week, some compensating increase in hourly 
wages, and fuller employment. If labor costs arc to be increased, it 
seems patent that the savings will have to be on the capital side. 

The possibility that first suggests itself is that of two-shift, three- 
shift, or four-shift operation.’ It mil be recalled that in all of the pre- 
cedmg discussion, we assumed that the number of working shifts remained 
the same when hours were reduced, and that capital costs were increased. 
Under the double- or triple-shift gystem, however, capital would work 
longer than before, and capital costs per unit of product would decrease. 
Should this decrease in the capital cost exactly compensate for the 
increase in labor cost, there would be no increase in total cost pet unit of 
product, and therefore no necessary increase in price and diminution 

’The two ertidci by Professor Slichter alieiidy referred to discuss the possibilities of 
the two-shift, seventy-two hour, schedule in odmimble fashion. A recent article by 
Professor T. N. Carver [“Theory of the Shortened Working Weet” Ammem Bmcm 
fW», vol. Z6 (September, 1930), pp, 451-4®] elucidates n clossical capitalist position on 
the question of shorter hours and includes a discussion of the probable sequence of events 
when two-shift operation b employed, both srith and without the maiutenanre of weekly 
money wages. 
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in the volume of sales.* The possibility is important enough to warrant 
some examination. 

In recent years, three proposals have occurred most frequently in 
discussion of the shorter hours question; the five-day week of eight hours 
per day, the thirty-si-t hour week (six days), and the thirty-hour week. 
From the noneconomic point of view, the fivc-d.ay week undoubtedly 
possesses advantages over the thirty-six hour, six days, week,* but from 
the economic viewpoint it is less desirable in that it is not as susceptible 
to the two-shift or three-shift system. Were the thirty-si.x-hour week 
generally instituted, however, with more than one shift working in the 
majority of plants, the savings in overhead might in many c.'ises offset 
the effect of an advance in hourly rates sufficient to compensate the 
workers in part or in whole for reduction in the length of the work period.’ 
In addition, two-shift operation would permit concentration of produc- 
tion in the plants with the most modern equipment, where labor would be 
most productive.’ As a means of offsetting any drop in the demand for 

^ Of coursCf the extent to which the incieftsc in Inbor costs would be offset by tlie decrease 
in capital costs depends upon the relative proportions of labor and capital costs when the 
change is made« If capital costs have been robtivciy smalh the possibilities of overhead 
spreading arc obviously limited. 

* Because a week-end of two days can be used more ndvnnlngcously by most workers 
than can two additional hours of leisure each day, because, when the six-hour shift means 
use of tw*o or more shifts a day, interference with family life may result when one member 
works one shift and one another, etc. 

* “Suppose, for example, that the overhead and the direct labor cost of a plant operating 
forty-eight hours arc precisely the same, Xhe plant changes to two six-liour shifts a day 
and raises wages exactly enough to compensate each employee for the reduction in his 
hours. If output rises in precise proportion to the increase in hours, unit cost will fall by 
one-sixth." S. H. Slichtcr, "Lines of Action, Adaptation, and Control," op. of., pp. 52-53. 

* Immediately the change to the six-hour, two-shift system would, of course, create 
certain znnlodjustmcnts in the labor market. The more cfBcicnt plants would be able to 
capture a larger share of the business and this would compel some of the less efficient plants 
to shut down, The conclusion of Professor Carver (op. ciV., p. 45D) that the effect would be 
adverse upon total purchasing power of the entrepreneurial and investing group docs not 
seem, bow(n’cr, to be based upon a carrying of the analysis to its logical end. Profc-ssor 
Can’cr correctly points out that a smaller number of plants could keep up the same volume 
of production. This would necessitate the deling down of some plnoLs, and therefore 
reduction (or disappearance] of the income of their owners. “They, at least, would have 
to reduce their purchases of products. This might be offset by a somewhat higher total 
purcimsing power on the part of the laborers. , , . Fewer capiUiUsts and employers would 
be spending their incomes." But the plan would be a cost-saving mctliod of operation, 
and the verj’ reduction in costs at one point in our economic system eventually makes 
possible greater demand for goods at other points. To the extent that less capital were 
ncccssnrj’ for a given volume of production (ns Professor Can’cr, again correctly, points 
that it would be) the inleresl rale would lend to decline; but this cost decline would be a 
factor ultimately increasing demand for goods, and Ibcrcfore for llic entrepreneurial and 
investment functions os well ns for the labor funcUon. The fact that some of the less 
efficient plants would probably hove to shut down, production becoming concentrated 
in the more efficient, is, indeed, one of the merits of the plan. If the total number of jobs 



capital goods consequent upon a slowing down of the rate of industrial 
growth (a more important unemployment problem, as has already been 
said, than technological displacements), the two-shift plan can be com- 
mended. Since it would lead to the retirement of less efficient machinery 
and would cause the remainder (operated seventy-two hours a week 
instead of forty-eight or forty) to wear out more rapidly, the replacement 
demand for equipment would be increased. Moreover, the more inten- 
sive use of machines made possible by two-shift operation would make 
machine operation more economical in relation to hand methods, and 
therefore would help to sustain the demand for capital equipment. 
Both of these consequences would sustain the demand for producers’ 
goods, and would therefore make easier an adjustment to a slower rate of 
industrial growth.* 

Other VanaMes: Bows in (he Long Etm.— Since reductions in the 
length of the work period ordinarily occasion increases in labor costs, 
the readjustments that will bring about lower costs, as discussed in the 
immediately preceding paragraphs, ate of first importance. It is hardly 
necessary, however, to say that such readjustments do not constitute the 
only variables that may enter into the atuation end help determine the 
results. Some of these other variables must be mentioned. 

As has been said in other connections, the stage of the business cycle 
is always an important determining influence. It is no more possible 
to discuss the effect of the shorter work week (with some wage readjust- 
ments or other cost implications) realistically without consideration of 
the price and general business situation than it is so to discuss the ques- 
tion of whether wage rates should be raised or lowered to make possible 
fuller employment and more general prosperity. When prices are rising 
and sales expanding, shorter hours cm, of course, most easily be intro- 
duce. At such limes wages generally lag behind the rise in other prices 
(except interest rates) and the increased labor cost of a shorter work week 

were increned because tie advance in hourij rates necessary to compensate for reduction 
in working hours would be more than offset by the savings in overbesd made possible by 
the use of two six-hour shifU each day, total labor income would be incresard, and the 
readjustments just suggested with respeet to entrepreneurial and Investor incomes woidd 
begin to operate. It must be conceded, however, that introduction of the plan mrght 
immediately create a transfer problem of some magnitude in the labor market. 

‘ One very important presupposition, which cannot be gone into, nnder’Iies tKs sugges- 
tion of two-shill operation as one of the synchronising readjustments which might make 
possible reduction of hours, maiutenance of labor incomes, and fuller employmffltj that 
prices will be permitted to adjust themselves to the new level of costs. If rratnebon of 
output in order to peg prices occurs on a wide scale, the beneficial effects are IMy tog^ 
to be negaUved. Four books that may be advantageously consulted in conneebon mth the 
related matters of price reduction in accordance with savings, the process of capita forma- 
tion, productive capacity, and income dUtribution. are those recently published by the 
Brookings Institution: Amerka't Capmly lo Produa, Amrirn't CapaeUy to Comm, 
The Fomalm qf Capikl, and Income and Eeotwmie Progress. 
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is offset by expanding margins of profits. A second variable or condition- 
ing factor is the keenness of competition. Where competition is cut- 
throat, employers are not likely to be able to go through the Trailing 
period following the introduction of new methods. One of the hopes 
of the Recovery Program of 1933-1935 was, indeed, that cutthroat 
competition could be eliminated in order that the making of readjust- 
ments and the introduction of new methods necessary for the permanently 
shorter work week would be possible. In the third place, the importance 
of the proportions of capital costs and labor costs may again be men- 
tioned, for these proportions determine in large part the extent to which 
capital savings can offset increased labor costs. In the fourth place, the 
technical and physical limits to greater economies must be taken into 
account. Many plants arc already so highly mechanized and so well 
managed that it is difficult, if not impossible, to institute many more 
economies to compensate for shorter hours. The effects of shorter hours 
upon the efficiency and productivity of the workers, already discussed in 
some detail,^ are of course sUll another conditioning factor. These are 
merely suggestive of the numerous variables that may enter into the 
situation. 

Once more it may be said that the difficulties inherent in introducing 
the shorter work week without reduction in weekly earnings are chiefly 
those of short-run adjustment. In the long-run, hours can bo reduced 
when per capita productivity increases without the workers or the com- 
munity as a whole sustaining loss in real income. The limitations sug- 
gested in this section of the chapter, as well as tlie conditioning factors 
and possibilities of offsetting readjustments, arc, however, profoundly 
important in an evaluation of the thesis that shorter hours arc a causal 
factor in increasing incomes and in a consideration of programs for short- 
ening the work week in order to take care of the unemployed. The 
possibilities, even from this short-run point of view, of intelligent plan- 
ning with respect to hours arc, as the foregoing paragraphs should have 
suggested, not negligible. But over long periods of time reduction of 
hours without sacrifice of income has been possible because of increased 
produclmty, rather than increased productivity, higher worker incomes, 
and prevention of permanent displacement being consequences of the 
shortening of the work week; and in all human probability the cause 
and effect relationship will continue to be the same in the future. 

Legislative Limitations and Constitutional Problems,— The summary, 
in an earlier section of this chapter, of the progress of the movement 
toward a shorter working day necessarily involved some allusion to the 
part played by exercise of the coercive power of the state. It was seen 
that governments have intervened, directly or indirectly, to a greater 
extent in European countries than in the United States, and that women 

^ 5upra, pp. 407-502. 
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and minors Iiave been the subjects of more legal protection than have 
adult males. The legal limitations in this country should, however, be 
surveyed in some detail at this point. 

Legal Imila&m upon Eawts Men.— Attempts to limit the hours 
of men have inevitably been restricted, in the United States, by the 
tendency of the courts to cling to the principle of freedom of contract; 
it is to this tendency, more than to anything else, that the paucity of 
legislation applicable to private employment has been due.* Neverthe- 
less thirty-eight of the states have now limited hours of adult males in one 
or more branches of private employment. Government employees and 
workers in industries or occupations upon which depends the public 
safety and welfare have been protected by law against an unduly long 
day for many years. One classification of legislation regulating the hours 
of labor of men is as follows:’ 


1. Laws declaring the general policy of the state as to the number of 
hours, that shall constitute a day’s work in the absence of contractual 
agreement between the parties to the employment contract. As a rule, 
no penalty for violation is provided. Such penalties as are provided 
am seldom enforced, nor are damages collected for overtime work. Laws 
coming within classification are significant chiefly as a declaration of 
public sentiment with respect to the length of the working week. 

t. Laws fixing a maximum number of hours for men. These laws 
are generally applicable to women and minors also, when they are not 
covered by other laws applicable to them, and usually have penalty and 
enforcement provisions. Such laws may be divided into four main 
groups: 

(a) Legislation limiting the hours of workers employed on public 
works. 

(t) Legislation designed for the protection of the safety and health 
of the public, such as laws covering railroad and railway-operating 
employees, seamen, and drug clerks. 

(c) Legislation limiting the hours of labor of employees in obvi- 
ously dangerous or unhealthful employments, such as mines, smelters, 
tunnels, and certain types of mills. 

(d) Legislation limiting the hours of labor in empMents less 
obviously dangerous than in mines, smelters, etc., but in which investi- 


> The type of horas resule^oo provided hy the NBA eode system of 19S3-1935 is not 
ineluded in this discussion of legidaUve limitations nnd constitutions] problems, once the 


uunaiiaasauavSTC ouu auuwbuatM — * . « *% A j. l V 

Court of the United States when it declared the National Industrial Becovery Ad to be 
nnmnflt?ht»5rt».al slwadv been summarized (supra, pp. 861-363 and 870-371). 


* This is an adaptation, with some Terbal changes, of a cl ^ 
Bureau of Labor Statistics. Cf, “Handbook of Ubor Statistics," 


(1936 ed.), ^uUelin 616 


pp. 1070-1071. 
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gatjon proves that tlicrc is direct correlation between hours worked 
and the snicty and health of the employees and that the safely and 
health hazard can be considerably reduced by a limitation of the 
hours of labor worked. 

3. Laws requiring rest periods. These are of two main classes: 

(a) Those prohibiting the employment of men for more than a 
fixed number of hours within n given period, such as legislation for- 
bidding the employment of railroad or railway-operating employees 
more than ten hours per day in twelve consecutive hours, or skteen 
consecutive hours in twenty-four, insuring a proper interval for rest, 
and making certain that hour Ic^sktion cannot be violated in prin- 
ciple even though complied with technically. 

(i) Those requiring the hours of labor to be so arranged that a 
sufficient period or interval be allowed during the course of the eight 
hours (or other set period] to enable the employees to have sufficient 
time for meals and rest, or both. This type of provision appears only 
infrequently in the laws regulating hours of adult males, but is common 
in those relating to the hours of women workers. 

The second of these three main classes of laws is, of course, the one of 
greatest importance. Wo may turn first to the regulation of the working 
hours of public servants and men employed on public works, and then 
to the problems of maximum hour limitations in the three above- 
described types of private employment 

Working hours of public servants have been limited to greater or 
less extent since the 1840’s, an executive decree of the President of the 
United States in 1840, stipulating a ten-hour d.ay in government navy 
yards, marldng the beginning of federal regulation of the hours of men 
employed in manual work. In 1869 Congress enacted a law' providing 
that eight hours should constitute a d.ay’s work for .all persons employed 
by or on behalf of the government of the United States. Owing to the 
fact that the law did not prohibit agreements to work overtime, this 
measure was largely ineffective. In 1892 a second law was passed. Like 
the former one, it applied to contractors and subcontractors doing 
government work, but in the law itself, and in subsequent opinions of the 
Attorney Gcncrol, work done on a large class of goods and materials 
purcb.ascd by the government w.is exempted from the application of the 
measure. Finally, in 1912, Congress enacted a law requiring tlmt an 
eight-hour provision be inserted in all contracts involving emploj'mcnt 
of laborers or mechanics when made by, for, or on behalf of the federal 
government, its territories, or the District of Columbia, with the excep- 
tion of work growing out of emergencies to life and property and of 
contracts for transportation by land or water, for the transmission of 
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intelligence, and for the purchase of most of the supplies that could he 
bought in the open market. Although Congress empowered the presi- 
dent to suspend the aght-hour law during the war in cases of emergency, 
with time and a half pay for all work in excess of eight hours, the eight- 
hour day for persons working directly or indirectly for the federal govern- 
ment was generally effective after 1912. Hours of labor of post-oice 
employees were regulated long before the limitations impost for the 
benefit of federal laborers and mechanics became effective. During the 
depression of the 1930’s, when a shortening of the working day became 
an important part of government tebef and recovery policy, the federal 
government enacted measures reducing still further the standard and 
actual working week of those employed directly or indirectly by it. 
Under the Emergency Relief and Construction Act of 1932 the thirty- 
hour week was required “so fat as practicable and feasible,” and in 
Title n of the National Industrird Recovery Act of 1933 (the part 
establishing the Public Works Administration) the same provision was 
included. The Emergency Relief Appropriation Act of 1935' authorked 
the President to prescribe rules and regulations to catty out the purposes 
of the Act which include the prescribing of hours maxima. The hours 
actually worked on the various federal relief, public works, and other 
projects varied during 1936, but they could not exceed eight per day or 
140 per month. The “Walsh-Heal^” Act of 1936 requires that con- 
tracts in excess of $10,009 made by any executive department, indepen- 
dent establishment, or other agency or instrumentality of the federal 
government for the furnishing of materials, equipment, or supplies must 
include the stipulation of an eight-hour day and a forty-hour week for all 
persons employed by the contractor in fulfilling the contract. Enforce- 
ment is vested in the Secretary of Labor, who has since appointed as 
the administrative agency a Public Contracts Board.* 

States and municipalities have also limited the hours of their employ- 
ees, and by the early 1930’s more than half the states had eight-hour laws 
for employees on public works. Daring the depression, many of the 
state and local governments reduced still further the established maxima. 


' 74tli Congress, Fuhlic RmoIuUou No. 11, Section S. 

> fuMic No. SiS, 7411 Congress, Snd Session. The bill was signed by the President on 
June 80, 1886. In addition to the provision for the eight-hour day and the forty-hour 
week, the Act requires payment by persons entering into such contracts with the federal 
government of the prevatiing wages in the industry or similar industries in the locality. 
Employment of males under sixteen, and of females under eighteen, years of age in 
making the goods is prohibited. The Secretary of Labor is authorized to grant speciBc 
exceptions to the hours provisions, where these may be necessary in the public interest, 
but in such cases wages mast be adjusted by the poymeut of time and a half for ove^ 
time The text of the Act may he found in the JfontWg loJor Smew, vol. 48 (August. 
1986), pp. S6H72. 
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In 1030 twenty-nine states had on their statute books laws providing 
for the eight-hour maximum or under.* The great majority of the sUilc 
laws apply to contract work as well as to that done directly for the 
governmental unit, and generally the various political subdivisions of the 
states are included. A large number of cities have either embodied 
eight-hour provisions in their charters or have enacted ordinances to 
cover municipal work. 

The accepted principle is that these laws arc constitutional because 
when the state is one of the contracting parties the question of infringe- 
ment upon freedom of contract is irrelevant. The early attempts 
to enact eight-hour laws for public employees were looked upon by the 
courts, it is true, as merely in the nature of a direction from a principal 
to his agent that eight hours be deemed a proper length of time for a 
day's work, and that contracts should be based upon this principle, and 
the laws did not necessarily provide that the employer (a government body 
or one doing contract work for a government body) and employee could 
not agree with each other as to what time should constitute a day’s work 
independent of the statutes. The elucidation of this type of interpreta- 
tion in a Supreme Court deciaon of 1876- made it evident that the 
statutes must be mandatory and provide penalties for violations. Such 
laws were enacted during the immediately following years and were 
extended to include contractors and subcontractors engaged in the 
construction of public works for the state or one of its subdivisions. The 
test case, decided by the Supreme Court of the United States in 1903," 
has removed all doubts regarding the constitutionality of laws regulating 
the hours of labor in public cmplojuncnt. “We can imagine no pos.siblc 
ground to dispute the power of the State to declare that no one under- 
taking work for it or for one of its municipal agencies should permit or 
require an employee on such work to labor in excess of eight hours each 
day, and to inflict punishment upon tliosc who are embraced by such 
regulations and yet disregard them. It cannot be deemed a part of the 
liberty of any contractor that he be allowed to do public work in any 
mode ho may choose to adopt, without regard to the wishes of the State. 
On the contrary, it belongs to the State, ns the guardian and tru.slcc 
for its people, and hawng control of its affairs, to prescribe the conditions 
upon which it will permit public work to be done on its behalf, or on 
behalf of its municipalities. . . . The work being of a public character, 
absolutely under the control of the State and its municipal agents acting 
by its authority, it is for the State to prescribe the conditions under 
which it will permit work of that kind to be done.”* 

* From n compilnlion of lliciic slnlutcs made bj' the U. S. Bureau of Libor Slalislics. 
C/. “ Ilantlbook of Labor Statistics,” BuHdin GIG (103G cJ.), p> 1074. 

“ Uni/fd Sfflfrt r. Jlartin, 01 U, S, 400. 

* .4(Kti r, Kansas, 191 U. S. 207, 24 Sup. Cl. 121. 

* This decision today expresses unquesUoned consUlulional principle. A fe^ state 
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Hours of adult males in private employments, in contrast to the 
hours of those engaged in public work, have not been extensively regu- 
lated except in transportation and extremely hazardous occupations. 
Twenty-seven of the states in 1936 placed some restrictions upon hours 
of persons engaged in the operation or in the direction of the movements 
of trains and/or street railways and elevated lines.' Sixteen hours has 
usually been the maximum limit for a day’s work on the part of those 
engaged in the operation of trains, to be followed by eight or ten consecu- 
tive kurs of rest. For those connected with the movement of trains, the 
regulations have depended chiefly upon whether the service has been 
continuous. In the latter case employment has generally been limited 
to eight hours a day, while in the noneontinuous services hours have 
usually been limited to twelve or thirteen a day, to be followed by a rest 
period of eight or ten hours. 

Federal regulation of hours of railroad employees on interstate lines 
OT tOTiia back to 1907, when Congress enacted a law establishing for those 
engaged in the operation of trains sixteen hours as the maximum period 
of service, with certain rest periods, and for those connected with the 
movement of trains nine hours m places where work was continuous and 
thirteen hours in places where work was performed only during daytime. 
This measure was partly superseded by the Adamson Act of 1916, which 
established the basic eight-hour day for employees on interstate lines.' 
Although the 1916 law established the principle of the basic eight-hour 
day, overtime was paid pro rata until 1919, when tune and one-half 
rates were introduced. Adoption of the basic eight-hour principle and 
the policy of the United States Bailroad Administration during the War 
resulted in greater uniformity in time actually worked, and in the first 
half of the 1920’s, according to a report of the Interstate Commerce 
Commission, total overtime worked by railroad employees was only 


courts, immediately after it had been rendered, did not follow bteral import oi tne woros 
of the decision. A New York state court in 1904 denied the right of the state to paa a law 
limiting the hours of employees on the ground that municipal corporations are local bodies 
supported by local taxes, and are therefore on the same footing as private corporations 
(Peopfs fx fd. Com »• Ofovt. 179 N. Y. 417, 78 N. E. 464.) An amendment to the New 

York constitution has since nullified the eBect of this decision. _ 

‘Twenty-two of the states (Arisons, Arkansas, California, Connecticut, 

Georgia, Indiana, Iowa, Maryland, Michigan, Minnesota, Montana, Nebraska, Nevad^ 
New Mexico, New York, North Carolina, North Dakota. Ohio. Oregon. Texas, and West 
Virginia) in 1936 limited the hours of some persons connected with steam transpo^tion, 
tins number including those having laws applyingonly to railroad telegraphers et telephone 
operators. Five other states (Louisiana, Massachusetts, New Jersey, Penwlvama, and 
'Rhode Hand) restrict hours of employment on street-® lines, or on street-® bnes and 
elevated railroads. In some cases the hours of moto^bus operators are limited by sto 
statute. From a compilation of state restrictions on hours "P™ 

employment made by the D,S. Bureau of labor Statistics. C!f. Handbook of Labor 

Statistics,” BuMb 616, pp. 1076-1077. 

‘TJ. a Statutes, 1916, Chap. 436, 
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about one-fourtccnlb of their straight time. Agitation for legislative 
limitation of the hours of workers on interstate railroads to six per day 
was an inc>'itable consequence of the unemployment of the 1930’s.' The 
federal government regulates to an extent the hours of persons cng.iged in 
water transportation by the Act of 1913,- which limits hours of deck 
officers to nine out of twenty-four while in port, and to twelve out of 
twenty-four while at sea, except in emergencies. The LaPollette Sea- 
men’s Act of 1915’ provides that when a vessel is in a safe harbor, nine 
hours, inclusive of the anchor watch, shall constitute a day’s work. 

Regulation of the hours of transportation workers has been sustained 
by the courts on the ground that protection of the safety and health of 
the general public is a proper exercise of the police power of the states 
and of Congress’s power to regulate interstate commerce. When the 
federal act of 1907 came before the Supreme Court,* it was declared that 
“the length of hours of service has a direct relation to the efficiency of the 
human agencies upon which protection to Hfe and property necessarily 
depends. ... In its power suitably to provide for the safety of employ- 
ees and travelers. Congress was not limited to the enactment of laws 
relating to mechanical appliances, bat it was also competent to consider 
and to endeavor to reduce the dangers incident to the strain of excessive 
hours of duty on the part of engineers, conductors, train dcspatchcrs, 
telegraphers, and the persons embraced with the class defined by the 
act.’’ The Supreme Court also upheld the act of 1916, the Chief Justice 
declaring that "the authority permanently to establish it [the basic 
eight-hour diiy] is so clearly sustained as to render the subject not 
ffisputable.’’’ Four of the nine justices dissented, holding th.at the 
measure was not an hours regulation but a wage-fixing stiitutc, but the 
majority upheld such implicit reguLation of w.agcs as was included in 
the law on the ground that the Constitution gave Congress power over 
interstate commerce in order to preserve it, and that any act necessary 
to its prescrv.ation is constitutional. 

Wlicrc the safety or welfare of the general public is not involved, 
legislation limiting the hours of men in private employments is clctirly 
constitutiomal as applied to extremely haz.ardous occupations. Workers 


1 By a Joint Besolulion (No. 13) of the Seventy-second Congress. Dee. IS, 1032, Uic 
Inicretntc Commerce Commission viis directed to mnkc a dcUiilcd study of tiic cncct upon 
operation, scrsdcc, and expenses of applying tbe six-hour d-sy in the employment of railmiy 
employees. A summary of the report, nhieb was issued on Dec. C, 1032, is to be found in 
BuUrtin CIS of the G. S. Bunxiu of Labor Statistics, ''Handbook of Labor Statistics" 
(1030 cd.), pp. 1008-1070. 

• U. S. Statutes, I0I2-101S, Chop. 118. 

’ U. S. Statutes, 1015, Chap. 153. 

• Ballimorf and Ohio Railroad Co. r. laltritale Comment Commission, 221 li. S. 012. 
SI Sup. CL 021 (1011). 

• B'lfron e. A'etr, 243 U. S. S32, 37 Sup. CL 230 (1017). 
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' in miiies, smelters, and related lines of work liave been the beneficiaries 
■bf a considerable amount of protective legislation, generally upheld by 
. . the- courts as a proper exercise of the police power of the state on the 
' 'ground that precarious working conditions make even adults, to an 
■ ", extent, wards of the state and entitle them to special protection. In 
19S6. seventeen of the states' limited (generally to eight hours) work in 
■ underground mines or in mines and smelters. Some of these laws were, 

\ , , however, of rather limited scope, and generally they did not provide for 
adjustment of hours to the degrees of danger involved in the work. 
Enforcement has been in some eases good, in others very lax. 

. ’ • The constitutionality of laws limiting the hours of men in mines has 
been upheld practically without exception by the courts since the 1898 
decision in the case of Bolden v. Boriy} This decision, so frequently 
quoted during the years since 1898 because of its vigorous enunciation 
of the principle that the reasonableness of interference with freedom of 
contract depends upon objective facts, declared in part: “This Court has 
not failed to recognise the fact that the law is, to a certain extent, a 
progressive science; that in some states methods of procedure which at 
the time the constitution was adopted were deemed essential to the 
protection and safety of the people, or to the liberty of the citisens, have 
been found to be no longer necessary; that restrictions which formerly 
had been laid upon the conduct of individuals, or of classes of individuals, 
had proved detrimental to their interests, while, on the other band, 
cert^ other classes of persons (particularly those engaged m dangerous 
or unhealthful employments) have been found to need additional pro- 
tection. . , . It is as much for the interest of the state that public health 

should be preserved as that life should be made secure. . . . While the 
general experience of mankind may justify us in believing that men may 


, injury to their health, it does not follow that labor for the same length 
of time is innocuous when carried on beneath the surface of the earth, 
where the operative is deprived of fresh air and sunlight, and is frequentiy 
subjected to foul atmosphere and a very high temperature, or to the influ- 
ence of noxious gases generated by the process of refining or smeltmg. 

This decision gave impetus to the movement toward more general 

regulation of hours of men in private employment. Almost My occupa- 
tion involves danger to physical well-being when engaged in ^ 
for an excessive number of hours per day, and since the Court 


‘ Arizona, Callforma, Colorado. Idaho, Kansas, Maryland. Missoan. Montani^Nevnda 
North Dakota, Ohio, Oklahoma, Oregon, Pennsylvania, Utah, Washington, 

An Alaskan lew also restricts hours in underground mines. M doB a 

gress applicable to underground workers on leased mineral Ian e ni ® 

“Handbook of Labor Statistics," D, & Bureau of Labor Statistics, BaSetoi 616 (19S6 ed.) 


pp. 1076-1077. 

>ieOU.S.S66,lSSup.Ct.383. 
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that special dangers constitute reasonable grounds for state inter- 
ference, it was generally believed that the Bolden v. Bordy decision had 
paved the way for a greater amount of legislation establishing maximum 
hours. The attempt to c-xtend the “reasonable-grounds” principle to 
other fields has not, however, been markedly successful, in spite of the 
fact, as is indicated later, that more than a dozen states have legisla- 
tion restricting the hours of adult males in occupations other than the 
extremely hazardous. Seven years after the Bolden v, Bardy decision, 
the Supreme Court by a fivc-to-four vote declared a New York law 
limiting to ten the hours men might work in baking establishments to be 
repugnant to the Fourteenth Amendment.' “The limitation of the 
hours of labor as provided . . . has no such direct relation to and no 
such substantial effect upon the health of the employee as to justify 
us in regarding the section as really a health law. ... It seems to us 
that the real object and purpose were simply to regulate the hours of 
labor between the master and his employees (all being men lui juris) 
in a private business, not dangerous in any degree to morals or in any 
real or substantial degree to the health of the employees. . , , Under 
such circumstances the freedom of master and employee to contract uith 
each other in relation to their employment, and in defining the s.amc, 
cannot be prohibited or interfered with, without violating the Federal 
Constitution ... We think the limit of the police power has been 
reached and passed in this case.” The significant fact, however, was 
that the Court was unconvinced of the deleterious effects of long hours in 
baking establishments and of the benefits to be gained by their limitation. 

In spite of the Lochner dedsion of 1903, the legislatures continued to 
manifest a disposition to limit the hours of adult males, and in 1017— 
to the surprise of many in view of the Lochner reasoning— the Supremo 
Court sustained an Oregon statute limiting the hours of labor of any 
person, whether man or woman, working in any mill, factory, or manufac- 
turing establishment to ten hours a day, with a proviso as to overtime 
pay in the case of work in c.\'ccss of ten hours." Many competent consti- 
tutional authorities (among them Chief Justice Taft and IMr. Justice 
Holmes] have believed that by this decision the Lochner ruling, which 
was not mentioned, was overruled.’ This conclusion is the one to which 

> lockner t. Nea York, 103 D. S. 45, 05 Sup. Cl. 530. (1005). 

’ Dunling r. Onjon, 043 U. S. 210, 37 Sup. CU 435 (1017). Three of tlic jusliccs dij- 
Ecntcd nnd one (Mr. Justice Hrnndcis) took no port in the decision of the onse. 

’ In the 1023 minimum irogc cose {AJkins r. CkiUrm's Hospilal, OGI U. S. 525), dis- 
cus-sed in detail in nn earlier chapter (suprn, pp. S2S-S12), Chief Justice Toft observed in 
his dissenting opinion: “No one can suggest nny constitutionol distinetion bcta cen employ- 
ment in n bakery nnd one in any other kind of a manufacturing cstabiishment vriucli 
gbould make a limit of hours in one invalid, nnd tlie same limit in the other permissible. . . . 
It is impossible for roe to reconcile the Bunting case and the Loclincr cose nnd I Itnvc nlrrnys 
supposed that the Loehner case was thus overruled su5 tilenlio." Mr. Justice Holmes in 


the language of the dedsion seems most clearly to point. It is true 
that the opposition to the Oregon law was based chiefly upon the con- 
tention that the measure was a wage law, since it permitted three hours 
of overtime at increased rates of pay, and that the Supreme Court 
sustained the measure chiefly upon the ground that it did not regulate 
wages as the plaintiff aOeged. Nevertheless, the declaration of the 
Court that "apparently the provisions for permitting labor for overtime 
on express conditions were made in order to facilitate the enforcement and 
[are] in the nature of a mild penalty for employing one not more than 
three hours overtime” would indicate that the Court was, by implica- 
tion, giving its approval to the general principle of limitation of hours 
to a maximum of ten. Its refusal to eonsider procedural imperfections 
in the statute also included an almost direct statement that the legislation 
was enacted under an admitted power of the state legislature. “It is 
enough for our decision if the legislation under review was passed in 
the exerdse of an admitted power of government; and that it is not as 
complete as it might be, not as rigid in its prohibitions as it might be, is 
no impeachment of its legality. This may be a blemish, giving oppor- 
tunity for criticism and difference in characterization, but the consti- 
tutional validity of legislation cannot be determined by the degree of 
exactness of its provisions or remedies. New policies are usually tenta- 
tive in their beginnings, advance in firmness as they advance in accept- 
ance. They do not at a particular moment of time spring full-perfect 
in extent or means from the legislative brain. Time may be necessary 
to fashion them to precedent customs and conditions, and as they justify 
themselves or otherwise they pass from militancy to triumph or from 
question to repeal. ... Our judgment of it [the statute] is that it does 
not transcend constitutional limits.” In spite of the fact that this deci- 
sion was based chiefly upon the ground of variance between the allegations 
and the facts— f.e., that the statute was not primarily a wage-regulation 
measure, as had been contended— the implied approval of the hours 
limitations makes the effect of the decision irreconcilable with theLochner 
ruling. 

Since this decision, some of the state and lower federal courts have 
followed the Bunting opinion; others have adhered to the older Lochner 
ruling. Mississippi, like Oregon, has a ten-hour law for all employees 
engaged in manufacturing.^ Pennsylvania in 1937 adopted a forty-four- 
hour week, together with an eight-hour day, for all workers, men as 
well as women; and North Carolina that same year, when fixing a forty- 

Ms dissarting opinion in tie Adkins rase sdd bo had supposed that the loehner ruling 
“would be allowed a deserved repose.” 

‘ Mi«i..i) ' ri Code, 1980, Sec. 48«, This law has not been passed upon by the Supreme 
Court of the United States, although it has three times been upheld by the State Supreme 
Court. 
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eight-hour ■week for ivomcn in a broad coverage of occupations, applied 
to men tlic former women’s standard of ten liours a day and fifty-five 
hours a week. In addition, fourteen other states in 1930 had laws 
restricting the hours of adult males in industries and occupations other 
than transportation, mining, smelting plants, and similar hazardous 
work.* The sustaining of some of these statutes, when and if they came 
before the Supreme Court of the United States, seems clearly to depend 
upon the body’s adhering to the Bunting precedent and giving the 
Lochner decision tlie "desen'ed repose” to which Mr. Justice Holmes 
once declared it to be cntitled.- 

In spite of tlic considerable number of decisions in which the Supremo 
Court has grappled with the ever-recurring issue of police power, due 
process, and freedom of contract in recent years, there has been no specific 
ruling on the constitutionality of restrictions upon the hours of adult 
males since the Bunting case. Whether the Court in the future will 
take a more or a less restrictive view cannot, of course, be stated with 
certainty. It is possible, however, to conclude this discussion of legis- 
lative limitations applicable to men with a summary statement of what 
the attitude of the courts has been. Where they are clearly convinced 
of the deleterious effects of long hours and of the general public benefit 
to be obtained by their limitation, statutes will be upheld. The Bolden 
B. Bardji decision established that the courts arc willing that protection 
be extended to men working in hazardous occupations; such men, by 

‘ These states, and tlic occupations or industries corcred, were; Arizona, stump mills, 
concentrating mills, clilorinating processes, cranide processes, cement works, rolling mills, 
rod mills, coke ovens, blast furnaces, certain employees in eicctric-light and -power 
plants, and laundry employees; Arkansas, sawmills ond planing mills; California, drug clerks; 
Colorado, reduction works, stamp mills, concentrating mills, cblorinntion processes, cyanide 
processes, coke ovens, and cement- and pinstcr-manutacturiDg plants; Crorpia, cotton- and 
woolen-manufacture eseept engineers, firemen, watchmen, mcchnnies, teamsters, yard 
employees, clerical forces, cleaners, and repairmen; Louisiana, compressed-air processes; 
il/ninr, nir processes; Maryland, cotton and woolen mills and employees in tobacco ware- 
houses in Baltimore; Mirmuri, cliemieni nnd plate-glass manufacturing; .Montana, telephone 
snitehboards in cities with population of 3,0DDor over, cement plants, quarries, hydroelectric 
dams, sugar rcGncries, nnd retail stores; Kcio Jerter/, compressed nir processes; AVin I’ork, 
compressed nir, apprentices or employees in pharmacies or drug stores, and brickyards; 
Pennorjlrania, compressed nir; South Caroline, cotton nnd woolen mills. Oregon, in addi- 
tion to the ten-hour law applie.ablc to mills, factories, or manufacturing establishments, 
luis nn eight-hour law for employees of sawmills, pinning mills, shingle mills, and logging 
camps. ''Unndbook of L.abor Statistics.” U. S. Bureau of Labor Statistics, Bulldin OIS 
(1030 cd.), pp. 107S-1077. 

* Eight-hour legislation for men in private employment had not, by 1058, been passed 
upon by tlic Supreme Court of the United States. One of the District Courts in 1018 held 
the Alaskan eight-hour law to be "plainly and palpably a s’iolation of the Fourtecoth 
Amcndincnt," nnd the Solicitor General of the United States declined to allow the case to 
be appealed. United Stales r. Xorlhern Commercial Co. and George A, Cofrnan, 0 rUoskn 
01-107. 
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virtue of tte nature of their occupations, become to an extent wards of 
the.state. The Lochner case was decided chiefly, it will be remembered, 
on the ground that eonvicing proof had not been submitted of the dele- 
terious effects of long hours upon men working in baking establishments, 
and the Bunting decision, in spite of the fact that it was reached mainly 
upon the ground of variance between the allegations and the proven facts 
{i.e., that the statute did not regulate wages as was alleged), indicated 
that the Supreme Court at that time was not adverse to ten-hour limita- 
tions for men in manufacturing establishments generally. The Lochner 
precedent was again invoked in 1923, after the more liberal Bunting 
decision, in Adkm v. Childm’s EospiM; but in 1937 the Adkins case, in 
turn, was definitely and specifically overruled. The Bunting precedent, 
without much doubt, today expresses established constitutional law so 
far as the power of the states to limit the hours of work of adult males is 
concerned. 

Legal Limiiaiion! upon Hours of Women . — ^In contrast to the rather 
fragmentary condition of legislation limiting the hours of adult males in 
private employments, all but five of the states today place some legal 
limit upon the daily or weekly hours, or both, of women in certain occupa- 
tions or industries.' These laws represent a legislative development 
extending over almost a century. A summary of their provisions, covet- 
age, and present shortcomings may be prefaced by a brief account of the 
development of the movement and of the gradual acceptance by the 
courts of the principle that the dbtinctive nature and functions of women, 
and their particular relation to the social welfare, put them in a separate 
class and make restrictions upon the hours they may work a proper exe^ 
cise of the police power of the state. 

Laws limiting in one way or another the number of hours women might 
work during a day or a week were enacted by the legislatures of a few 
of the states as early as the 1840’s.* For the most part, however, these 
early laws were ineffectual in that they permitted workers to be employed 
longer than the specified maximum hours under express contracts with 
their employers, and sometimes they were enforceable only when women 
.were “compelled” to work longer than the specified (usually ten) numbw 
of hours. Beginning with the Massachusetts law of 1874, as amended m 


‘ Pour Btates-Alabama, Florida, low, and West YirginU-in 19S7 had no statutes or 
orders regulating women’s hours in any way. Indiana prohibits night work of women m 
manufacturing, but there is no limitation upon the hours they may work m any occupation 
or industry during the day or in any occupation or industry except manufacturing at night. 

6tn^a TTniiraT.OVS for Women and Minimum Wage Rates,” Women s Bureau, 


D. S. Department of Labor, Bulletin U7, p. 37, and Btdlelin lU. 1937 Suppiment. 

> In 1847 the first hours legislation tor women was enacted when New ^mpshire passed 
a ten-hour law. Maine and Pennsylvania passed similat laws in 1848, and New Jmy an 
Rhode Island in 1851. Other states enacted similar legislation dtinng the next twenty 


ft&a, but the lews were generally ineffectiTC. 
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1879, tlic legislation began to be shaped in a manner making really cfTee- 
tivc the limitations embodied in it. This law was upbcid by the hlnss- 
achusetts Supreme Court on the ground that the legislature had evidently 
considered factory work to be “to some extent dangerous to hcallli,” 
although members of the Court were obviously somewhat puzsled .is to 
whether to construe a law limiting the hours of women in all occupations 
as a “health measure.” ‘ But in 1895 a decision of the Supreme Court of 
Illinois brought into question .again tlic constitutionality of legislation 
limiting the hours of women workers.* “Inasmuch ns sex is no biir under 
the constitution and the law to the endowment of women with the funda- 
mental and inalienable rights of liberty and property, which include the 
right to make her own contracts, the mere fact of sex will not justify the 
legislature in putting forth the police power of the state for the purpose 
of limiting her exercise of those rights unless the courts are able to see 
that there is some fair, just, and reasonable connection between such 
limitation and the public health, safety, or welfare proposed to be secured 
by it.” This decision had the effect of retarding temporarily the move- 
ment toward greater legal limitations upon the hours of women workers, 
although several state courts did not follow the reasoning of tlic Illinois 
Court. The Supremo Court of the United States, in the Iloldcn v. Hardy 
decision of 1898, pointed out the fallacy of the freedom of contract doc- 
trine as applied to conditions of employment, and in the early 19B0’s 
several state courts took cognizance of the fact that women are weaker 
physically than men and therefore more likely to suffer from excessive 
hours of work. One of the courts declared that “women and children 
have always to a certain extent been wards of the state” and that while 
"the employer and the laborer are practically on an equal footing, these 
observations do not apply to women and children.”® 

The constitutionality of legislation limiting the hours of women 
workers was definitely assured in 1908, when the Supreme Court of the 
United States upheld an Oregon law establishing a maximum of ton hours 
for women in mechanical establishments, factories, and laundries.* The 
Muller V. Oregon decision is significant because of the type of argument 
that was made before the Supreme Court as well as because of the con- 
stitutional precedent it established. Advocates of shorter hours tor 
women became aware that the Lochner, Bitchic, and other eases had 
been decided adversely because the courts had not been convinced of the 
deleterious effects of long hours and of the public gains that would come 
through their limitation rather than because they were determined to 
make freedom of contract a fixed and absolute principle; and in the Oregon 

’ CommontcnII/i r. Hamilloii llanufaduntig Co., 120 Moss. 3S3. 

• Rilehie r. People, ISS 111. 08, 40 N. E., 454. 

' nVnioiu r. Slalr, 65 Neb. 205 (1002). 

* JIuIler r. Oregon, 203 U. S. 412, 28 Sup. Ct. 321. 
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case an exhaustive brief, showing the actual effects of excessive hours of 
work upon the health of women and their offspring, was submitted. At 
last, the “fair, just, and reasonable” relationship between limitation of 
hours of women and the public welfare that the Ritchie decision had 
found wanting experienced judicial discovery. "There is a widespread 
belief that women’s physical structure and the functions she performs 
in consequence thereof justify special legislation restricting or qualifying 
the conditions under which she should be permitted to toil. ... As 
healthy mothers are essential to vigorous offspring, the physical well- 
being of women becomes an object of public interest in order to preserve 
the strength and vigor of the race. ... The limitations which this 
statute places upon her contractual powers, upon her right to agree with 
her employer as to the time she shall labor, are not imposed solely for 
her benefit, but also largely for the benefit of all.” The fact that woman 
has been a subject of exploitation dictated that “some legislation 
to protect her seems necessary to secure a real equality of right,” and 
she might therefore be “properly placed in a class by herself, and lepsla- 
tion designed for her protection may be sustained, even when like legisla- 
tion is not necessary for men and could not be sustained.” Several 
state courts immediately followed the precedent of the Supreme Court 
of the United States, the Illinois highest court reversing the earlier Eitchie 
deebion in 1910 and observing that “what we bow as men, we cannot 
profess to be ignorant of as judges.”* In 1915 the Supreme Court of the 
United States upheld a California law fixing an eight-hour maximum for 
women workers as the exercise by the state of “reasonable protective 
authority” and hence insured that the reasoning of the MvBer t. Oregon 
decision applies also to eight-hour laws.* The constitutionality of laws 
regulating women’s hours is apparently definitely established. It b 
true that the references to the “dbinishing intensity” of the “ancient 
inquality of the sexes” other than physical in the mitumum wage deri- 
sion of 1923’ led the Chief Justice, in his dissenting opinion in that case, to 
express perplexity as to whether the majority intended to set aside 
the authority of iifuScr v, Oregon, but the dbtinctions made by the 
majority in the Adkins decision between physical and other diffe> 
ences between the sexes* and the following of the ruling in other 


^ e. Waymatij 244 Cl. 609, 91 N. £. 096. 

^'Miller t. WUton, 836 TJ. S. 878, 36 Sup. a 342. 

® Cf. jupro, pp, 880-381. 

* Supra, pp. 328-330. ItTvillberecaOedtliat in tlie Adkins dedsion Mr. Justice Suthe> 
land observed that the MvUer e. Oregon dedsioa rested upon “the physical differences of the 
sexes” and then devdoped the thesis that d-nl, political, and contractural difference 
between the wtrwi had almost reached “ the vanishing point.” There was, as is observed in 
the discussion of the Adkins case, the implication that if the Jlfuffer v. Oregon precedent still 
stood, it did so only by virtue of the physical inequslities of the sexes. As a matter of fact, 
the Muller dedsion was not based solely upon the physical inequalities of the sexes, but 
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cases' seem to insure that the laws of the states now limiting the hours 
of women workers are not repugnant to the Fourteenth Amendment. 

IMiilc, as has been said, forty-three of the states place some legal 
limit upon daily or weekly hours, or both, the coverage of these laws varies 
greatly. All of them apply to some manufacturing industries or occupit- 
tions, forty-one of the forty-three slates limit the hours of women in 
mercantile establishments,- forty of the states restrict the hours of women 
in laundries,’ thirty-nine in restaurant employment,' and thirty-two in 
hotels.' In a large majority of the states important women-cmplojing 
branches of industry are not included within the scope of the laws, cither 
because of the limited range of occupations or industries listed or of 
specific exceptions stated. Agriculture is almost entirely exempt from 
the legal limitations,® as is domestic service in a large number of jurisdic- 
tions.' Work in canneries is not subject to the general manufacturing 


upon nil of the ohjcctirc fncU of the employment rclntionsliip which mndc Icgisintion 
ncccssnry to secure to women "n reel equality of right." Justice Sutherland nnd his four 
concurring collc.'igucs in the Adkins decision probably did want to limit the Muller pre- 
cedent only to those circumstances where physical differences justify special protection for 
women, but they did not specifically declare the precedent to have been rendered no longer 
applicable by the Nineteenth Amendment and the other “great, not to say rerolutionaiy," 
changes in the political, contractual, nnd civil status of women. 

' In addition to tlic already mentioned California eight-hour case (Milter r. ITifroa), 
tlie Muller r. Oregon ruling has been followed with respect to hours of work in Meg t. 
Mamehuscll}, 233 U. S. 671 (1014) and Bosleg r. MeLaughlin, 336 U. S. 385 (1015) and 
with respect to night work in HaJke r. Nne Torj, 304 U. S. 203 (1024). It was also referred 
to with approval by Chief Justice Hughes in his dissenting opinion in the 1D3C minimum 
wage case (Morchead r. People ex rel. Tipetio, 298 U. S. 570), and in tlic majority opinion 
in the 1037 minimum wage case (West Coeat Uolel Co. r. Pariih, 300 U. S, 370). 

’ The two states in which the hours laws do not apply to mercantile establishments are 
Georgia nnd Vermont. 

’ The three not restricting hours in laundries arc Georgia, Ohio, and South Carolina. 

' The four slates limiting the hours of some women workers but not those of restaurant 
employees arc Georgia, Maryland, South Carolina, and Vermont. 

’ The eleven states having hours laws but not including hotel employment arc Connecti- 
cut, Georgia, Maine, Maiyiand, Missouri, New Hampshire, New Jersey, Ohio, South 
Carolina, Vermont, nnd Virginia. 

’ Nine of the slate laws specifically exempt agricultural labor from the hours limitations. 
In none of the statutes, however, is farm work spnufically listed ns being covered. It is 
listed by implication in states with general nnd sweeping statements of coveenge, like the 
“any labor" of the Arizona law, the "rannnni or mcehanic.al labor in any employment" of 
the New Hampshire law, tlie “any establishment, i.r., any place where work is done for 
compensation of any sort to whomever payable" of the Pennsylvania law, nnd the “any 
employer or person having control" of the South Dakota law; but in all except one of the 
slates haring a sweeping statement of coverage (Arizona) form labor is specific.ally excepted. 
The result is that the work of women in agriculture is almost entirely unregulated by the 
hours limitations laws. 

’ The status of domestic scn-icc. so far os the hours-limitations lows arc concerned, is 
much the same ns that of agriculture. The same number of stale laws (nine) provide for 
specific exception of domestic service, and it does not come within the list of included oecu- 
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industries limitation in nineteen of the states; telephone and telegraph 
operations are excepted by the laws of nine of the states;^ nurses are 
generally not subject to the provisions of the acts;* clerical, executive, or 
supCTvisory workers are rather frequently found not to be subject to the 
provisions of the laws; and various other groups of women are removed 
from the operation of the statutes,* In practically all the states the 
failure to include a legal closing hour has made possible the practice of 
"swamping” — the working in more than one establishment for a total 
time in excess of the daily or weekly maximum. A minority of the states 
fix the incidence of the working day indirectly through their prohibitions 
of night work, summarized later. The American legislation has failed 
satisfactorily to adjust the legal maxima in accordance with different 
conditions obtaining in different lines of work. Generally the laws have 
embodied the same flat maximum for all or a large number of the occupa- 
tions covered, irrespective of variations in the amount of strain and 
hence in the danger to health. 

The daily and weekly maxima established by the laws also vary. At 
the end of 1937, seventeen states had an eight-hour day for certain 
occupations; one had an eight-and-one-half-hour day; and others per- 
mitted nine, ten, ten and one-half, eleven, and twelve. Only three states 
in 1937 (Ohio, Oregon, and Pennsylvania) limited weekly hours to less 
than forty-eight.* Six states fixed no weekly limit, although they had a 


pations. In the majority of cases, like agriculture, it is removed from the implication of 
inclurion in the sweeping statements of coverage by sperafic exception. 

iln some of these states these telephone and telegraph exceptions apply only where a 
limifH number of women ore employed in each office or at each exchange: in other cases 


they apply only to rural or small-town exchanges. 

> Nine of the states except nurses by specific provision of the law, and in other state 
they are beyond the coverage because of the failure of the statute to include them by sperific 
mention or by one of the general “any labor” statements. ^ , 

“In six of the states employees of public-service corporations, public utilities, and 
corporations engaged in interstate commerce are excepted; pharmacists are excep^ m 
four states; women workers in Arkansas cotton factories and in certain occupations in the 
textile industry of South CnroKna and Georgia are specifically excepted; and vanous otter 
groups escape operaldon of the low in one way or another, For the coverage and ex^tions 
of all the state laws, c/. BuUitin ISl of the Women’s Bureau, U. S. Depi^ment of Labor. 
“State Hour Lows and Minimum Wage Rate,” pp. 4Z-S4; BaBriin Iki, 

Laws for Women.” 18-3*; and the 1837 supplement to the last-named BvM.n, Sum- 
mary of 1937 Labor Laws for Women,” pp. 1-*. 

* Pennsylvania in 1937 adopted a 44-hour week, together with an eight-how day, for ^ 
workers, men as well as women. In addition. Ohio that yew set an “Shljho'ir JaMS- 
houi week, for women in manufacturing establishments, and IDmois also m 
lished an eight-hour day in a broad coverage of occupations, 
and North Carolina also fixed a 48-hour week for women m a fairly 
pations in 1937. The last-named state, while bwen^ the 

from 66 to 48 per week, applied, with some exceptions, the former women s standard of ten 
ibours a day and S5 hours a week to men. 
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dally limit. The followingis a tabular summary of maximum hours that 
have been £.xed for various occupations and industries,' 

Namber of 
SUtet 

Suites Tlnrin^ EigM-liour Day 

4 (-hour week— OregoQ, Feaasylvacua. 2 

45']iour TTcck-^Ohio. 1 

48-hour week— Anzomt, Caltfomta, l^usas, New Mexico, Ncrada, lliioois, 

Oliio, New York, Utah, Wyoming 10 

54*liour week— New Mexico 1 

No weekly limit— Colontdo, Montana, Washington" S 

Slate lining cight'and-onc-hnlMiour day: 

48‘hour week— North Dakota 1 

States having nine-hour day: 

48-hour week— Connecticut, MosaaebusclU, North Carolina, Oregon, Hhode 

Island 5 

4fl)<j-hour week— Kansas 1 

£0-hour week— Oliio, Wisconsin 2 

52-hour week— Connecticut 1 

j4-hour week— Arkansas, Kansas, Louisana, Maine, Michigan, Missouri, 

Kchrostca, New York, North Dakota, Oklahoma, Texas 11 

fid-hour week— New Mexico 1 

fiS-hour week— North Dakota 1 

No weekly limit— Idaho" 1 

States having tcO'-liour day: 

48*hour week— New Hampshire, North Carolina 2 

51-hour wek— New Jersey, South Dakota 2 

Sfi-hour week— Delaware, North Carolina, South Carolina, Wisconsin 4 

dO-hour ^itck— Gcor^a, Ecnludcy, Mar^dand, Mississippi 4 

No weekly limit— Oregon, ^’irpnul^ 2 

State having tcn-and-ooc-fourth-liour &y: 

54-hour week— New Hampshire I 

Slates having tcn-and-one-hnlf-hour day: 

5C-hour week— Vermont 1 

57- hour week— Tennessee 1 

Suite having eleven-hour day: 

54-hour week— Texas 1 

Slate liaviug twelve-hour day; 

CO-hour week— South Carolina 1 

States haWng no daily hours, but a weekly limit only, for certain industries or occupaUons: 

48-hour week— Oregon, Nevada. New Hampshire 3 

64-hour week— Maine, Minnesota, New York S 

56-hour week— Oregon 1 

58- hour week— Connecticut 1 

CO-hour week— Louisiana, Wnshioglon 2 

■ W'vliioxlon and Idtlio indirect!)' cjtabfuli t limit Ibrouxh Uieir Snodar l*w<> 

* ViraintA liu s Suadny bv which, toother with (he len-bour dailr HduI. hu tlie eSret of impeiinf a 
weekly maximuo. 

^ Tilis summary of laws in force at the end of 1937 has been compiled from the 
following sources: Women's Bureau, U S. Dept, of Labor, Fw/frfin 757, BuUeiin IH, and 
1937 supplement to A«//rfin 144; La5or hfomalm Bulletin, vol. 4 (August, 1037), p. 5: 
and PfOcrrdiHffJ of the Fifiy-Snentk Annual Contntm of the Ameriean Federation of 
Labw, 1937, p. 176. The fact that the total number of hours iimltatians exceeds the 
states having such limitations is, of course, a ooBscqucnce of the fact that some bve 
different hours limitations for different occupations and industries. 
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It will be noted that in the case of some of the states the weekly 
manmum exceeds the daily maximum times six; and in these cases the 
laws constitute an invitation to labor seven days of the week. The 
setting of a daily but not a weekly maximum also encourages the seven- 
day week. The general “ Sunday laws,” mentioned later, afford a certain 
amount of protection against work every day of the week, but the motive 
underlying these laws has been that of enforcing observance of the Sab- 
bath rather than protection of the workers, and in the majority of cases 
they have been ineffectively enforced and have achieved as a by-product 
of their primary objective the prevention of excessively long hours 
only when public opinion has been strongly behind this primary 
objective. 

In more than half of the states overtime was permitted in various 
occupations or industries in 1937.' These overtime provisions varied 
greatly, but in the majority of cases some attempt was made tO prevent 
their becoming a means whereby the spirit of the laws could be evaded. 
Rve of the states required the payment of one and one-half times the 
regular rate for overtime in some occupations or industries or for limited 
emergency periods; in some cases the employer was required to prove to 
the Industrial Welfare Commission or other state body that observance 
of the law would work irreparable injury, and to obtain from it permission 
to work his employees overtime for a hmited period; in others a limited 
amount of overtime each day was permitted, provided the weekly man- 
mum was not exceeded; in still others overtime could be worked, as in 
Colorado, provided “the minimum wage is increased,” or, as in California, 
provided one and one-fourth the regular rate was paid; a few of the states 
required no increase in pay for overtime work but attempted to limit the 
amount of overtime by a requirement that it could not be extended 
beyond a certain number of days during the year or by regarding the 
differential between the daily maximum times six and the weekly maxi- 
mum as the amount of permitted overtime. 

None of the statutes applicable to women in this country has con- 
tained an inclusive prohibition of night work, the occupations cov^ed 
by the night-work regulations being, in some cases, those employing less 
than half of the gainfully employed women within the state. In states 
having bodies similar to the Oregon Industrial Welfare Commission, 
established for administration of the minimum wage law, night work is 
sometimes prohibited by administrative order. An attempt to discourage 
mght work by women is made in some states, also, by s ortenmg 
period which may be worked at night to less than the general maximum 
established by law. By the middle 1930’s night work for women was 
regulated in specified trades and industries in nineteen states, 
the laws applied only to a few relatively unimportant occupations, and 

‘For a U of the states and the specihc oyerlime proviaons. cf. Women’s Bureau, 
ivtkiu m, Bulletin 10, and 19S7 supplement to Bulletm Ui- 
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in others to all women engaged in manufacture.' The constilulionalily 
of prohibitions of night work for women seems to be assured as a result 
of a Supreme Court decision in 1934, in whicii a New York statute for- 
bidding night work in restaurants was upheld.” 

Legal Limilaiions upon the Hours of Young Persons.— There has never 
been doubt concerning the constitutionality of legislation by the states 
limiting the hours minors may work, because minors are to an extent 
wards of the state, incapable of making their own contracts, and licncc, 
the courts have invari.ably ruled, entitled to special guardianship and 
protection. Since minors are legally incapiiblc of entering into free 
contracts, laws limiting the number of hours they may be gainfully 
employed cannot abridge any right of freedom of contract. In general, 
the reasoning of the courts has been that of a New York court in 1804: 
“So far as such regulations control and limit the powers of minors to 
contract for labor, there never has been and never can be any question 
as to their constitutionality.”’ The prohibition of child labor by the 
states has been discussed in detail in the preceding chapter, and restric- 
tions upon the hours of those not prohibited from working were referred 
to in connection with these prohibitions. It is sufficient here to s.ay that 
practically three-fourths of the states now have an eight-hour standard 
for children under sixteen years of age, and a m.ijority of these set a 
maximum of forty-eight hours, thus prohibiting overtime work. In 
about twenty of the states the eight-hour standard applies to all occupa- 
tions except agriculture without c.xemption. By the 1930's all except 
three states' prohibited work in factories between 7 p.M. and 0 a.m. 
Approximately three-fourtlis of the states extend the prohibition to cover 
stores, and in about twenty states it is applicable to all occup.ations. 

Other Legal Limitations. — ^The problem of hours of work includes in 
its component parts, as has been said, the matters of the number of days 
constituting the working week and of night work, as well as of the basic 
standard and of overtime work. Night-work restrictions and limitations 
upon the number of days in the working week have been discussed in the 
cases of women and young persons; and it remains only to summarize 
such legal restrictions in these matters ns apply to adult males. 

Only a few states have enforceable laws making mandatory the "one 
day of rest in seven ” for adult males. The great majority of them have, 
ns has already been said, enacted the so-called “blue laws” prohibiting 
various kinds of work on Sundays. In twenty-five of the states, also, 

* “Slate Laws AUcctmg Working Women," Women's Burenu, U. S. Dcpsrlmcnl of 
labor, Bulletin CS, pp. 37-11. 

’ Radin t. AVir York, 2B4 U. S. 202, 44 Sap. Cl. 32S. 

• People r. Eieer, 141 N. Y. 120. SO N. E. 4. 

' Kevndn, Utnh, nnd Nortli Dakota. CJ. Children's Rurc.'in, U. S. Department of 
Labor, State Child Labor Slandardi, for details of the night-work prohibitions. 
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observance of another day in the week as a day of rest secures exemption 
from this provision. These Sunday laws for the most part are ineffective 
in protecting the workers against seven days of labor. All of the states 
provide for exemption in cases of emergency or of “works of necessity or 
charity,” many specifically exempt certam trades and industries, and 
the majority provide no means of enforcement. The result is that the 
great majority of workers and employers are either exempted from opera- 
tion of the laws or have been able to violate them with impunity. The 
constitutionality of both the general Sunday laws and of those applicable 
to special trades or occupations has been upheld by the Supreme Court 
of the United States. ‘ Whether general “ one-day-of-rest-in-seven ” laws 
would also be sustained cannot, of course, be stated with certainty. 
There has been no challenge of the laws making permissive the observance 
of an alternative rest day. 

In contrast to the paucity of effective legislation in the United States 
providing for a weekly rest day, the majority of European nations now 
have rest-day laws and effective provisions for their enforcement. The 
tendency has been away from the older, unenforceable type of law, which 
provided that all work must cease on Sunday, to the provision that all 
workers must receive one day of rest in seven, Eighteen nations had by 
the early 1930 ’s raised theit standards of le^slation to conform to the 
weekly rest day Convention of the League of Nations and had uncondi- 
tionally ratified the Convention.* The purpose of the Convention is the 
securing of greater uniformity in the provisions for, and administration 
of, the weekly rest day in industry. In several of the European countries 
the attempt is now being made to extend the provisions of the laws to 
cover commercial and agricultural workers. 

While regulation of night work has, as we have seen, been generally 
applied in the case of young persons and to a certain extent in the case 


>Ia Hmmnjton «. Qmfii, 103 U. S. m (IBOO), the Supreme Ceet quoted m& 
approval the opinion of a state court that "there can he no well-founded doubt of lU 
ta state Sunday lawl being a police regulation ... for the frequent and total susp^ion 
of the toils, cares, and strain of lAind and muscle incident to pursuing an occupa on or 
cotniaoB employment is benefidal to every individual and incidentally to the comroumty 
at Urge. . . . Leisure is no less essential than labor to the well-being of man. The 
Supreme Court has also upheld a Minnesota statute which was attacked on the ground the 
it was discriminatory because barbering was declared not to be a wor o J ” 

aharity and therefore not exempt from the law (Pefif »• Minnejofu, ' ‘ . ... ■ ' 

haw prohibiting Sunday labor in speciSed trades have been declared to be mv^d by 
state courts on the ground that they were discriminatory [Siais «■ Pomk *01 ■ 

te); Ciiy of .. Korofaad, 863 111. 106 (1914)1. The N®’' 

has upheld a oue-day-of-rest-iu-seven statute, declaring: “Can we say ? ... 

far a full day of rest in seven is so extravagant and unreasonable, so disconnec 

.. ,, .wCumBctment is beyond the jurisdiction of 


thelegislature?” [People v. Elmk, tli N. Y. 1*1. 108 N. E. *78 (1016)]. 
’ Isdiutrid and Lclm hfomdtioni Oat. 8* ^881- 
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of women, there is as yet no effective regulation of the night work of adult 
males in the United States, except that whicli comes as a by-product of 
the regulations regarding rest periods in occupations upon which depends 
the public safety. In other countries, however, the prohibition of night 
work in certain occupations has been c.vtcndcd to men as well as to women 
and minors, although generally only to a limited range of work. Approxi- 
mately twenty countries, including France, Germany, Sweden, Ilussia, 
Switzerland, Nomay, Finland, Italy, Belgium, Chili, Uruguay, and New 
South Wales, have passed laws curbing rather greatly night work in 
bakeries. The Mexican Constitution limits all night work to seven 
hours, as compared with eight hours of day work. Soviet Russia has 
substantially the same regulation. The hour laws of Czechoslovakia 
and Poland forbid in prindplc work between 8 or 10 p.m. and 5 a.m. The 
law of the Netherlands contains a similar restriction so far ns factories 
and workshops are concerned. Still other regulations and prohibitions 
have been imposed by the various governments. In the aggregate, 
legislation regulating the work period constitutes an important segment 
of state intervention in the employment relations of modern economic 
life. 
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American manufacturing, 19-21; increased quaality of, as cause of increase in real 
earnings, 206-207; increased ratio of to labor and increased marginal productivity 
labor, 206-207; index of quantitative dinngcs in fixed, 172; interchangeability of, 
among ccononuc purposes, 132; lag of real earnings behind productivity, and increased 
quantity of, 214-215; measurement of productive influence imputable to, 172-174; 
paucity of opportunities for investment of, nod theory of NRA, S60-S61; per annum 
increase nnd decline in real return to^ 215; ratio of, to labor, ns determinant of labor’s 
marginal produclislty, 172'-174; return to, ns share of value created by manufacture, 
IGS-IGO; substitution for labor, 21G; tcclmologlcal changes and increase in quantity 
used. 510-511; technological characteristics of, 199-200; tiicorctical effect of increase 
in, on wages of labor, 187-13S; theories of supply of, 183-185 
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Capital costs, increase in, consequent upon shortening- work period, SOJ-iOS; increased 
labor efficiency and reduction of, 216; means of offsetting increase in, when hours are 
reduced, filS-616; proportion to labor of, and effect of shorter hours on employment, 
604, 616; reduction of, by technological changes, 610; under three-shift operation, 
616-616, See also Capital 

Capital goods, better quality of, and effect on distribution, 216; depletion of British, 
during Wat, 220; displacement of srorkers mth improvement in, 609-610; improvement 
in quality of, and displacement of -workers, 600-613; increased quantity of, 19-21; 
per capita increase in, in United States, as result of progress and saving, 261; production 
of, relative to consumers’ goods, as explanation lag of real earnings behind productivity, 
216; value of, in relation to other forms of wealth, 264, See also Capital 
Capitalistic free enterprise, assumed allocation of resonrces in, 2; assumption of maximiza- 
tion of consumer satisfaction in, 2; assumptions of maximum satisfaction in, 2; assump- 
tions underlying, 1-6; characteristics explaining unequal distribution of wealth in, 
276; characteristics related to government intervention of, 270; corporate form and 
assumptions of, 15-17; development of, S-6; development of, in United States, after 
Civil War, 82; determination of distributive shares in, 176-204; emergence of, 6-6; 
government intervention in operation of, 280-281, 286-280, 206, 306-307, 310-323; 
guidance of, 2-3; inelastic demand schedules and apportionment of resources in, 
179; institutional characteristics of, 1-2, 6; major trends within. 6-89; reasons for 
optimum distribution of resources under, 2 
Carroll i. Untied Slates (267 U. S. 132), 462 
Carler t. Carter Coal Co. d al. (298 U, S. 238), 371 
Casual employment; of child workers, 427-428 
Charapion e. Anea (188 U, S. 321), 439 
Charitable contributions, as factor in free income of workers, 184 


Chicago Coundl of Social Agencies, budgetary studies of, 64, 70-71 
Chieaga Motor Coach Co. v. City of Chicago (337 Bl. 200), 466 ^ ^ 

Chief breadwinners, assumption of standard family to support, 61-62, earnings ^o , in 
relation to cost of family maintenance, 236-239, 243-244, 243-263; venation in 
number of dependents on. 62, 08^70, 261-262; women workers as, 896 
Child endowment, Australian movement for, 283-284 

Child labor, age distribution of those engaged in, manufacturing, 429; ainount ^ 
of, in England, 421-422; causes of persistence of, 416; coniUoM 
century En^and, 420-421; decline of, under NBA, 481-^; ^ ' 

mission control of, 461, 462; during depression years, '“'^TeducSnal 

of, 466; early, in England, 4. 42(M21; economic consequences of. «8-420, 
requirements and, 436, 437, 461; effects upon health, 

ing, 436, 437; federal laws prohibiting. 438-440, 444-445; geographi^ L 

tional distribution of, 424-425; in factories, 428^29; in 

homework, 398, 402, 426; in street trades, 426; increasmg reg , leljative 

of enfon^ment of laws prohibiting, 438; legal linatations on horns 

prohibition of, movement for, 434-436; low productivi y , ’ necessity 

legal and desbable norm, 433-437,461; minimum hourssanfe^^^^^ 

of federal regulation of, 460-461; need for '^'^^ 7gtoup engaged in, 1880-1930, 
workprehibitionso_f,462;n™bera^^^^^^^ 

423; physical examinations and, 437, 46 l-^iO», p 44&-460; public opimon 

of. i«6;proposed federal amendment to regulate and 

about problem of, 416; relationship of hours worked P y ^ standards 

for regulation and prohibition of. ' ’ , .gj 461 ; transient workers 

comings of, 436-438, 460-161; state prohibition of, 433, 4»t., aoi. 



LABOR'S PROGRESS AND PRORLEMS 


5\S 


nmong, 4ZM2S; trend of, under first fcdcml Innr, 440; unron^litulionnlity of fcdeml 
proliibitioD of, 440>-n8; utilizalion of, under other indu>itrinl systems 41MI7: 
voentionni training nnd guidance of, 4C£. See also Child lahr amnidment; Children 
Child labor nmendment, proposed, arguments ngninst. 4iS, 450, 151' t52, 45S. 451. 455, 
45G, 457*400; broad language of, 450*451: legal meaning of terms in, 455^5{>; oppo^i* 
tioD to, 419, 450, 453, 454, 450, 457; powers conferred by, ns compared with those of 
states, 451-452; present ratifinbilily of, 450-459; purposes of, 418, 450, 451-155; 
ratilicnUons of, 440; subjection of legislation enacted under to judicial review, 451- 
453; text of, 448 

Child labor legislation, sec Lr^islaliotit child labor 

Cbildrco, decrease in, ns percentage of total impulntion, 12S-131; early employment of, 1, 
420-421; early limitations of hours of, 400; cfTects of cinploymenl of mothers on, 403- 
404; ciTect of hours on physical productivity of, 500; employment in homework 
of, SOS, 402; employment of, consequent upon inadequate family income, 200; health 
of, correlated mtli family incomes, 250; hours of work nnd health of, 492; legal limita* 
tions on hours of, 534; legislation regulating employment of, 433-448; mortality nnd 
illness of, in consequence of insufBdcnt family incomes, 258-250; number employed, 
421*422, 421, 431; occupations of, 424*420; social consequences of employment 
of, 417-420. See also Child labor 

Cliili, minimum wage system of, 801; night work prohibitions of, 530 
Chinese workers, ns percentage of total gainfully occupied, clnssificd by sexes, SOI 
Cities (United States), migration to, as factor niTccling real earnings trend, 08-100; per cent 
of population classified by size of, 21; per cent of population living in, 21-25; social 
position of labor in, 20-27. See also Ur^onieatiou 
Citizens Committee for Protection of Homes and Children, opposition to Child I^bor 
AmcndmcDl of, 440 

Citizenship, as argument for shorter work week, 480; relationship of child labor to dutie.s 
of, 417 

City of Marengo r. Roirfand (203 lU. 105), 535 
City of Topeka f, Cravford (78 Knn. SS3), 455 
Civilian Conscn'ntion Corps, absorption of youthful transients by, 428 
Class consciousness, acccntunlion of, by large-scale production, 11; ns nfleclcd by immigra- 
tion, 27; ns ntTcctcd by urbanization, 27; development of, in England in Industrial 
Revolution period, 4-6; inadequate carDisgs and, 200-201; wealth distribution 
nnd, 273-274 

“Class Legislation," see Egimf profertfon oflkt fairs 
Classes, economic and industrial, sec Lwnomic rfassrs 

Classical nnd neoclassical economists, and development of diminishing productivity 
analysis, 177-178; capital and interest doctrines of, 185; departure from fatalistic 
implications of doctrines of, nnd establishment of legal minimum wage, 2SG; doelrine.s 
of c.iriy, nnd repeal of mcrcnnltlisi wage regulation, 278; identification of marginal 
productivity of labor will) marginal productivity of employed labor by, 201; method 
of, ns description of portion of reality, 20G; normal full employment of factors of 
production assumption of, 200-201; portion on effect of capital factor increase, 137; 
position on interaction of productivity nnd cost of supply, 183; position on inventions 
and demand for labor of, 18S: position on shorter hours of, 502; position on technologi- 
cal unemployment of, 500; position on wage rates nnd volume of employment of, 200- 
201; wage doctrines of, 173 

Clerical workers, average of purchasing power by periods of, 105; change in ratio to manual- 
isls of, ns influence on real earnings trend, 212; juvenile employees nmong, 424; num- 
ber. in England, 23; number, in United States, 22, 32; number of women, 352, SS3-3S5; 
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tend ol real earnings of, KB, KB; tend of teal earnings of, 1826-1930, 114, See also 
“iowff-sfllawd” c/<u« 

ClotHng iodustry, child workers m, 428 
Coid industry, see Mineral frohelm; Cod mnen 

Coal miners, annual earnings d, compared vitli cost of liveirnood, 285, 287, 240, 241, 246; 
constitutionality of hours laws for, 52S; effect of unemployment on real earnings of, 
109; effect of unionization on wage rates <ff, 213; government regnlaUons of wages 
of, in England, 287; hours of work of, 46M71, 481, 485; physical productivity per 
worker, compared with real earnings trend, 154-155; pundmsing power of, pre-1900 
and po3t-1900 averages, 105; trend of real earnings of, 102-104, 114, 120, 121, 124- 
125; value product per worker, in comparison with real earnings trend, 161-162. See 
also Mineral production 

Codes (NBA), checking of tendency to lengthen hours, by, 477; child labor provisions 
of, 416, 424, 430-483; control of homewoik by, 400*401; coverage of, 356; coverage 
of provisions on wages above minimum in, 368; exceptions and sobminimum wage 
rates in, 365-867; hours provisions of, 482484; influences determining character 
of, 363-364; minimum wages (ff, 364-865; percentage distribuUon of employees 
covered by, according to wage rate^ 865; procedure in formulating, 862-863; pro* 
vision for, in NIRA, 361-362; proviaons for superminimum wage rates in, 367-368; 
wage adjustment prindples in, 368, S68 
Codes of fair competition, see Codeo, NRA 

Collective action, code mechanism for attmnlng, under NBA, 862463; of business and 
labor groups, as objective of NBA, 358 

Collective bargaining, as means of lessening inequality in distribution of wealth, 277; 
economic justification of, in lag of real wages behind productmty, 204; effects of, on 
trend of real earnings, 212-214; extent of securing fiv^day week under, 479; govern- 
ment wage control, in lektion to, 287480, 284-295, 298; provisions for, under NIRA, 
362; wage leguIaUon as supplem^t to, 287-289, 296-298. See also Unionitn 
Colonial period, ^Id labor in, 422; labor scarcity during, 79; legislative control of wages 
during, 80; price movements during, 7840; slavery and industrial servitude in, 79; 
wages during, 78-80; women workers during, 877 
Colorado, minimum wage legislation of, 306408, 818, 320, 324 
Combination of factors of production, changes in, and real earnings increase, 206407; 
determinants of, 180; effect of increased wages on, 175-176, 181-182; effect of shorter 
work week on, 505-507, 508-510; effect of supply price of labor and capital on, 180, 
181; effect on productivity of scarcer factors rf, 187-188; historical changes in, 212418; 
immohihty as limit to changes in, 19^^W)0; technical conditions as limit to change in, 
180 

Combinations (business), and labor problems, 17-19; as cause of inequality in wealth 
distribution, 276; as factor increasing iafleiibility of wages, 208; antiunion attitude 
of, 19; causes of movement, 18; depresing effect on wages of, 193-194; effects on 
labor, 19; extent of, 18-19; fw buying labor, 192; increase in, after 1919, 18-19; 
strength of, relative to labor comUnations, 205. See also Mompolif 
“Comfort” standard of living, characteristics of, 66; cost of, for families, 66; See also 
Adegwflcy ()f ecminyj; 5iondori living 

Commerdalized vice, as consequence of insufficient wages, and legal minimum wage 
movement, 305 . , . 

Commodity markets, assumption of periet^ competition in, 192. 195; effect of imperfection 
in, upon remuneration of labor, 195, 198; expansion of in United States, 13-14 
Commonwealth v, Boston Transenpt Co, (249 Mass. 471), 308 
Commaimltk v, Bmilhn Mamjaciurinff Co. (120 Mass. 388), 528 
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Competition, timonp employers, ns component of bftrgtiining power of workers, 202; nmong 
weak hnrgniners, nnd depression of wn^ 274; nmong workers for jobs, 103-102; nnd 
distribution by enterprisers of vnlue product nmong economic agents, ITC; nppmivil 
of nssumplions of, 205; ns consequence of unemployment of factors, 201-202; as force 
causing payment in accordance nith marginal productivity, 102-103; ns force raising 
wages with increase in productivity, 207-209; belief in predatory character of, as 
influence bringing NBA, 358; cutthroat, in consequence of unemployment of factors. 
201-202; depression conditions and attempts to curb wage-cutting effects of, 818, 810: 
difference marginal rcivnuc and average revenue under impcrfccU 100-107; effect of 
imperfection of, in market for commodities, upon remuneration of labor, lDO-108: 
effect of legal minimum wage in reducing ** unfair," S14; exploitation of workers, under 
imperfection of, In market for commodities, 108; factors inhibiting, in market for 
labor, 108; ferocity of, as cause of business combinations, 18; functions of, in free 
private enterprise, 1-2, 0; imperfection of, in market for commodities, 105; ineffective- 
ness of, in consequence of labor reserve, 201; keenness of, as factor in introduction 
of shorter work periods, 51G: payment of workers of less than marginal physical 
product times price under imperfect, 107-108; protection against predatory, by 
government wage fixation, 289; reduction among workers of, nilb immigration 
restriction, 211; small production units nnd, 12 
Competition, imperfect, sec Imperfect eompeiition 
Competition, "pure,” see "Perfect** competition 
Competition, unfair, attempts to eliminate, under NRA, 859, SCI, SC2 
Compulsory arbilmlion, in New Zealand, and cslabllslimcnl of wage minima, 280. See 
also Arbilralion 

Concentration of properly ownership, and economic insecurity, 272-273; nnd unequal 
distribution of income, 272; and social unrest, 278; causes of, 274-277; extent of, 
2G2-271: mobility of labor and, 273; relationship to aggregate production of, 274; 
separability from large-scale production of, 274. See also Eronomte inequality 
Congress (extension of powers of), constitutionality of, 870-378, 410-418, 522; to protect 
collective bargaining rights, 373; to regulate diild labor, 490, 438-148; to regulate 
hours. 518. 519, 521-522; to regulate wages, 35G-357, 801-3C2, 371, 374-375 
Connecticut, early child labor laws of, 423, 434; minimum wage legislation of, 819, 820, 
322-324; women's hows laws of, 532 
Consolidation movement in industry, see Com5tnafibnx, &imnrs.<r 
Constitutionality of labor legislation, accidental cbamclcr of minimum wage eases decisions 
on, S2G-327; Court abjections to minimum wage legislation nnd adverse decisions on, 
332-338, 340, 342, 311-340; delegation of legislative powers nnd, 370-371; divided 
decisions, 317, S25-32S, 343, 440, 445, 522; dissenting opinions on, in minimum wage 
eases, 331-333, 338, 311, 312, 347, 349, 350; economic tlicory in adverse decisions on, 
S3G-S40; freedom of contract nnd. 328-330, 352, 353, 520, 523, 520-529; interstate 
commerce power exerd^ nnd, 371-374, 440-414, 521-522; judicial criteria of, 329, 
334, S 19, 350, 447 ; of federal cluld labor bws, 4 10-147 ; of federal regulation of wages 
in the caal industry, 371-373; of general ten-hour law for men, 525; of hours laws for 
public servants, 520; of hours laws for workers In h.izardous occupations 523; of 
hours limitations for transportation cmp1o>'ccs, 522; of laws limiting hours of women 
workers, 52S-5S0; of Ian's limiting hours of men in private employments, 521-527; of 
linng n*age and "reasonable vnlue” standards, S35-33G, 335, 344-349, S53-35G; of 
minimum wage for women, 321-350; of minimum wage in Canada, 298-300; of 
National Labor Relations Act, 373; of NIRA, 370-371; of 1037 nnd I93S "IVages nnd 
Hours” bills, probable, 374-375; personnel of judiciary, ns factor explaining dedsions 
on, in minimum wage eases, S2G-S27; police power and, S2S-342, 353-35G, 520, 523, 
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62B-527, 629; price firing and, 832-^83, 872; taxation power exercise and, 445-44a 
See also Aibiinry restmint! Freedom of ^alraci; Poltes pouer 
Gonstiuerion, coste of, as defiator of fixed capital expressed in dollars, 29; decline in phyricol 
volnine of, 1927-1938, 146. See also BuUdin^ trades; BuBding4rades mkm 
Consumers’ goods, drop in demand for, witk deriine in capital'goods industries acririty, 
61H12; future growth of industries producing, 511; lag of production of, behind 
producers’ goods, as explanation of faOure teal earnings to keep pace with productiv- 
ity, 216; readjustments of industries produdng, in future, 512-518 
Consumption, as measure of working class progress or retrogresrion, 75-76. See also 
Standard ^ ifmn^ 

Contract, similarity of laws governing in rdation to distribution of wealth in different 
eonntries, 275 

Contract, freedom of, see Freedom mirsd 
Corn Production Act (English), and wage regulation in agriculture, 287 
Corporate earnings, reinvestment of, in ld20’s, 245 
Corporate form of organization, see CorporaHon 
Corporate savings, as percentages of national Income of various years, 147 
Corporation, and economic instability, 16; and employee sto^ ownership, 16; and pro- 
fesrionalization of management, 16-17; and separation incidence of ownership, 16-17; 
and trade unions, 17; as prerequisite to large-scale production, 14; bargaining power 
and, 16; direction of, by other than owners, ^4; economic advantages of, 14-15; 
extent of, in manufacturing in United States, 14; extent of, in mining in United States, 
15; labor poliries of, 16; legal character Id; proportion of wage earners employed 
by, in manufacturing, 14; regulation of, aa factor lessening inequality in distribution 
of wealth, 276; rigmfieance of development (d, 15-17; specialization of function in, 15; 
peculation and, 16; tra(htiooal conceptions of property and, 16; value of products 
ofj 14, 15 

Corporation laws, as cause of concentration of wealth ownership, 276; as cause of rise of 
business combinations, 18 
Coriety e. Terriiory (6 New Mex. 682), 455 
Coat of labor, marginal, see Maryind cost qf labor 

Cost of living, adjustment of legal minimum wages in accordance with, 284, 285, 292; 
allowance for, in measuring wage or earning trends, 47-58; as wage adjustment prin- 
ciple, under government macHnery, 291, 867; Borriey index of, 76-77; construction of 
indexes of changes in, 48-52; enforced expenditure habit changes as factor invalidating 
use of indexes of, 115; English Board of Ihde index of, 76; ideal index of, 52; in Eng- 
land, in relation to money wages, 76-77; in relation to family budgets, 65; in relation 
to per capita income after 1929, 146-1^; incorporation of principle of, in minimum 
wage statutes, S11-S12; increase in, during NEA, 122; index numbers of changes 
in, 48-52, 76; hmitations in use of index numbers of, 52-58, 115; movement of, and 
adequacy of earnings of labor, 227, 231, 286, 239, 240, 242, 244, 254; movement of, in 
relation to changes in wage rates, 7M2, 85-86, 116-117, 122-124, 126-127; need of 
fiexibility in adjusting legal wage minimum to, 816; policy of adjusting wages in accord- 
ance with, 48, 77; reduction in, for mben workers, consequent upon farm depression, 
260; rise of, during first phase of American minimum wage movement, 312'813; 
Supreme Court objections to condderation (ff, in minimum wage laws, 888; trend of in 
United States. 66, 86-86. Ill, 116-117, 123-124, 126-127 , 

Costs, capital, see Ca^al wts 
Costs, labor, see labor asls 

Costs of production, apportionment of, among factors, by entrepreneur, 176-176; as meas- 
urement of resistence to satisfaction of wnts, 2; effects of shorter work week upon, 
497-507; large-scale production and reduction of, 11; lower capital, as consequence of 
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increase in labor ciUdcncyi 216* NRA theory of lowering by mass buying* 35D; read* 
jusltnenta in working shifts to offset increases in, 500-513. See also Capiial costs; 
Labor costs 

Craft jealousy, of unions, and organusitlon of women workers, 370 
Crime, cliild labor ns cause of, 417; diminution of, ns inde.s of improved living standard, 70 
Current production, income arising from, 140. Sec also Xational income 
Czechoslovakia, national income of, 41; night-work prohibitions of, 530; trend of rc.al 
earnings in, ?B 


D 

Dacenpori r. JI/cNirm (2 Western Weekly Reporter 203), 300 
Death rate, decrease in, relative to birth rate, and growth of labor supply, 211; in relation 
to c.\tcnt of poverty, 200. See also Infant mortalili/; Morlalil!/ 

Degeneracy, as cause of poverty, 257 

Demand for goods, as director of economic activity, 2; effects of reduction of hours upon 
aggregate, 501, 500, 607; clnstiaty of, ns dctctmin.ant of monopolists’ absorption of 
cost of shorter Irouts, 506; imperfection in, as cause of deviation marginal to average 
revenue and exploitation of labor, 101-102, 100-107 
Demand for labor, assumption of competition in, 101-102; correspondence with value 
productis-ity, under competition, 170-180; derived character of, 178-170; differences 
in, under perfect and imperfect competition, 105-108; effect of price reduction upon, 
170; elasticity of, 181-182; elasticity of, and employment effects of shorter work day, 
507-503; in relation to physical product and shortened hours, 407, 503-503; inelasticity 
of, in 1033, and evaluation of tbcor}' of NRA, SCO; Marxian position on lag behind 
capital accumulation of, 188; physical cfficicncj’ and, 180, 200-200; productivity basts 
of, 170; quantity and quality of capital and, 187-188; slope of curve of, and volume of 
employment, 181-182. See also Elasficiijr of demand 
Denmark, national income of, 41 

"Dependent" classes, number constituting nnd trend of, in relative importance, 31 
Dependents, diminution in, ns factor affecting standard of living, 10, 11 ; in United States, 
per working family head, ns revealed by various investigations, 213, 252, 253; number 
of, as cause of poverty, 228-231, 214, 251-253; per gainfully employed person, 131, 
231, 232; per gainful worker in English towns, 1013-1014, 231. See also Standard 
famili/ 

Depressions, see Businrss cycle 

Determinants of Wages, abundance or scarcity of capital ns factor in, 187-183; assumptions 
underlying theory of marginal productivity of, 100-205; bargaining power and, 202- 
203; commodity exchange ratios nnd, 210; competition nnd, 101-lDS; competitive 
underbidding nnd, 201-202; curtailment of supply nnd, 211; elasticity of demand 
nnd existing rate, ns factors in, 181-182; government interference nnd, 201; lal»r 
mobility nnd, 100-200; occupational migration nnd, 211-212; organization of labor 
market nnd, 200; physical productivity, ns factor in, 207-200; price sluggishness 
as factor in, 203-204; productivity theory postulates of, 175-180; supply of lalror 
in, 1S2-1SC; unemployment and, 200-201; unionism ns one of, 212-21 1; wage arbitra- 
tion nnd, 201-205. See also Jlatyinal prodiieli'rily; ilarytnal produelmly theory; 
Price oj tabor; B’ajr theory 

Differential wages, causes of, 189-100; problem of, under legal minimum wage, 284; 
question of maintaining geographical, in NRA codes, 301; under NRA, 304-305, SOS, 
See also Il'ojr differentials 
Dillon r. Gloss (250 U. S. 308), 457 
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Diminishing incremental productivity, and restriction, 211; explanations of, 

178; impWom of, for wage rate and volaase of employment, 181-182; in value, as 
result of elasticity of demand for goods, 178-178; tendency toward, 177-178. Sec 
also Marptno! fniuMy 

Diminishing returns, see DiflitnisAmy iticnmetdel proiu.diviiy 
Discipline, and health of workers, 491-493; of workers, as result large-scale production, 
1H2 

Displacement, of males by women workers, S80, 888-891; of workers, hy technological 
change, 509-518. See also f/nempfoymenf 

Distribution of income, among factors of production, 161-168; among persons and families, 
219-227; as indicated hy income tax data, 222; causes of labor progress in, relative to 
other economic dassea, 214-218; changes in, among economic factors, in 19S0'8, 
150-151; forces determining in free enterprise % 42, 175-2l)4;lustorical determinants of 
changes in, In United States, 214-218; relatknship distribuUon of wealth to, 272; 
trend in concentration of, 221-224. See akr Inemc: ^dmal income 
Distribution of wealth, case for laisse^fure pok^ respecting, 278-274; causes of inequali^ 
of, 274-277; economic insecurity of workers and, 272-273; importance of, 261; in 
f^ce, 270; in Germany, 270; in United Kmpiom, 270-271; in United States, 1859- 
1900, 262-266; in United States, in ld20’a, 260-269; In^mlity of, as cause of industrial 
unrest, 273-274; methods of estimating, 267; rdationship of, to distribution of 
income, 272; relationship of, to rize national income, 278-274 
District of Columbia, minimum wage law of, 304, 806, 307, 817, 320, 824 
District of Columbia minimum wage case, see Aikm v. ChiUm't Botjnlal 
Dividends, as share of national income, 167> See dso EntTepnneund imme 
Domestic service, child workers engaged in, 424; number and proportion of persons engaged 
in, 22; women employed in, 382, 889. 

Domestic system, child labor under, 416; prevalence (ri, in United States, and drlld labor, 
422; production conditions under, 3. 
dotiham fl. ir«f-JVeijoB JKonu/aciiirtny Co. (275 U. S. 657), 318, 826 

E 

Eanungs, adequacy of, to nuunWn sodally desimhle standards of living, 227-257; distinc- 
tion wages and, 42; expressions of, 44-46; hourly, as measure of progress, 44; level of, 
as determinant of labor forthcoming, 185-186; measures of adequacy of, 61-72; of 
child workers, 418; of women workers, 407-414; red, in relation to physical and value 
product, 186-161; trend of real, 78-128; weekly average, as measure of progress, 44. 
See also Deteminatiit o/ tooges; Stamdad of fumg; Wages 
Eanungs, real, see Real camtngs 

Economic classes, criteria of relative sharing of, 58-54, 59-61; in England and Germany, 
88; in point of wealth ownership, 265-270; measurement of relative sharing of, 64-61; 
rise and chan^og importance of, in United St^es, 32-38 
Economic control, possibilities of, in system of quasicompetitive capitalism, 42. See also 
Gmmmentiniermiion 

Economic inequality, as cause of government regulation of wages, 278; batgaimng power 
and, 202-204; distribution of income among persons and families, as type of, 220-226; 
distribution of wealth, as form of, 262-271; eSects of, in ownership of wealth, 271-274; 
in wealth ownership, and causes and contwd 274^77; lessening of, as objective of 
KIM, 369; presumptions of capitalism and, 2-8; property ownership concentration as 
form of, 265-266; trend of, measured by property ownerslup, 266, 268, 269; trends in, 
as measured by concentration of income, 223-227 
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Economic liberty, see Iomks /oirr; Vherty 
Economic plonning, proposals for, os partial basis for KRA, 353 
Economic rent, absolute but not necessarily relative increase in, 217; incrense in, ns csplana- 
tion of la; of real earnings behind productivity, 217; restriction of number rcccmng, 
ns consequence of unequal distribution of ncaltb, 272 
Education, curtailment of opportunities for, by child labor, 417; development of equality 
in, 275; cITcct of, on size of clcrioil and manual groups, 212; fear of federal control over, 
under child labor amendment, 450; level of, and qualitnlis'c cluiractcr of lalror, 210; 
minimum requirements for, in model child labor Insr, 401; vrc.tkncssca of public 
system of, ns cause of child labor, 410, See also Vofalional framing 
Eflidcncy of labor, ns determinant of amount used and rcvnrd of, ISO; ns dctcrmincil by 
quantity nnd quality of capital used, 187, 188; deleterious effects of child labor on, 410; 
effect of increase in, on real earnings, 210; in relation to length of work period, 407-502; 
increase of, as factor offsetting bigb price, 180; lag in wages behind increase in marginal 
productivity consequent upon, 201; legal minimum wage system and, 280, See also 
Pnduclitily of labor 

Eighteenth Amendment, judicial history of, os indicative of pon’crs inlicrent in Child labor 
amendment, 452 

Eight-hour cons-ention, of International Labor Conference, 488 
Eight-hour day, agitation for, prior to 1014, 400; ns policy of states nnd municipalities, 
410-420; chronological concentration of goins in attainment of, 471; extent of attain- 
ment of, by 1020's. 470, 478-474; extent of legal establishment of, for women workers, 
521; federal establishment of for railroad workers, 521; movement for, under Im 
Stewart, 404; physical productivity of workers under, ns compared with ten-hour, 
400-500; social consequences of adoption of, in Europe, 400, See also /fours oj mrk; 
Sborter'hmira motematt 

Elasticity of demand, absence of perfect, under imperfect competition, 100; ns complicating 
factor in opportionment of resources, 170; ns determinant of absorption by monopolist 
of cost of shorter hours, 510; as factor affecting union success in raising wages, 101; 
differences in, nnd effects of reduction of work period, 603; effect of absence of “per- 
fect,” on reward of labor, 100-108; for labor, and effects of reduction in hours, 507-503; 
for labor, nnd effect of shorter hours on volume of employment, 407; "peifcct," ns 
prerequisite to perfect competition, 101, 102; probable coefficients of, for labor, 182; 
unity of, 58; variation in, for labor, among industries, and with movement of business 
cyde, 182; wage rates, volume of employment, nnd, 181-182 
Elasticity of supply, Douglns-Schocnbcrg conclusions about, 184; long-run probable nega- 
tive inclination of, 183-184; methods of measurement of, 184; of women's labor, STC, 
304; “perfect,” ns prerequisite to pure competition, 102; probable “normal,'' for 
labor, 184; short-run positive inch'nntion of curve, for labor, of, 183, See also Supply 
o/ tabor 

Electrical industry workers, hours of work of, 481-485; real earnings and physical product 
of, 150 

Blis r. Utiilei Slalea (200 U. S. 240), 330 
Employees, see Gainfully employed person); Wage-earning class 
Employers, associations of, ns conservative force upon wages, 103, 205; assumed knowledge 
of worth of labor by, 105; attitudes toward government inten-ention of, 235, 237. 201, 
202, 201, 814-315, 405, 410; corpotalions ns, 14-10; determinants of labor policies of, 
10-10, 31-32, 214; number of, in United States and otlicr countries, 32-34, 33, See 
also I’nlreprenniriel eipenditures; Etilreprtneurial income; Gainfully emptoyrd persons 
Employment, appraisal of assumption of full, in productisity analysis, 205; competitive 
underbidding of workers in absence of full, 201; correctives of submaximum, 201-202: 
effect of technical changes on volume of, 508-513; in capital goods industries, in rein- 
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tion to demiod (or Ubot in coosmoers' goods, 511-513; increase in volume o( alter 
1933, as lector induendng reel income ol working dess, 126-127, U9, 150; indexes 
ol voinme ot, 127, U3-150; neodesdcet assumption ol lull, il lelor not paid in excess 
o! marginal productivity, 200-201; ol children, 420-129; ol women, 376-888; partial, as 
(actor reducing marginal productivity ol labor, 200-201; shorter woHr week and volume 
ol, 503-508; shrinkage ol, as (actor affecting real earnings, 111-112, 115, 119-122; 
trade-umon position on relationship between hours and volume ol, 493-497; volume 
ol, as affected by standard ol living and prevailing wages, 186-187; volume of, in 
rdation to wage rate and curve ol mai^nal productivity, 176, 181-182, 194-195. See 
also l/ucmploynaf 

Employment, part-time, see Part4me mrt 

Employment certificates (for chiidien), administrative shortcomings in bsuance ol, 438; 
desirability of requiring for all under eighteen, 401; number issued, as indication of 
trend ol child labor, 430-432, 440 

Employment e,vchangea, lack ol, in United States, until recently, 199; necessity ol, for 
geographical mobility ol labor, 199 

Eng^’ law ol income apportionment, utilisation of, to measure material progress of work- 
ers, 66 

England, child labor in, during Industrial Eevolution, 420-421; determination of physical 
fitness of child workers in, 497-438; distribution ot gainfully occupied population 
ot, 23, 88; distrihution ol income in, 225-226; distribution ol wealth in, 270; early 
employment ol women in, 377; early industrial capitalism in, 3-5; early legislation 
restricting hours ol children in, 416, 438, 466; extent ot poverty in, 228-233; large-scale 
production in, HO; minimum wage system ol, 286-295; national income ol, 8M1; 
organisation of labor market in, 199; proportion of population gainfully occupied 
in, 29, 880-881; railroad mileage in, 13; regulation of child labor in, 421-422, 4M; 
trend of real comings and per capita income in, 74-78, 13H89; trend ol working 
hoars in, 486; urbanisation of, 25-20; volume ol child labor in, 422 

Entrepreneurial expenditures, apportionment among factors, to yield equal return, 176; 
diminishing productivity of labor and, 181-182, 208-209; for labor, as affected by 
competitive imperfection, 19H08; for labor, in accordance with productivity of, 
17H80 

Entrepreneurial income, decline in number of enterprisers, as factor affecting, 165: effect of 
reduction ol labor's hours on, 666, 567; excess over neccssary_ minimum, as cause of 
unequal distribution of wealth, 276; increase after 1933, 61, 16H61; in 19S0 ’b, 167; 
trend of, 1900-1929.163,164. See also flisfriiarion a/ income 

Equal protecUon of the laws. Chief JusUce Hughes, on public benefits ns justification of 
limiting, 360-851, 363-866; Court rulings on, in hours laws cases, 620, 622-525, 628- 
629; judicial opinion on, as applied to one sex, 348, 364; relative character of concept 
of, 328-329; Supreme Court ruling rff denial to women by minimum wage laws, 330- 
831. See also Poliecpotocr ^ 

“Equal rights" for both sexes, lenunist position on, 406407; objective faets relevant to 

conception of, 391-897 

Equality, dvil and poUlical, contrasted to economic. 274-276. See also Eemm 

inequoBy , a i v 

Equilibrium level of wages, classical economists on alteration of, 4; effect of “ 
standards of living on, 186-187; effect of exceeding, on volume of cmploymenUSl; 
variables detennimng, 176. See also detemmrda of mgts; Korptnaf ^roductwdy 

Erie Boilroad Co. v. IFi/KoffW (238 TJ. 5. 685), 830 

Estates probated, siae of, as iadex ol distribution of wealth, 262; shortoommgs of data on, 
^ index of distribution of wealtb, 268, 267 
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Eratu r. Gore (US D. S. S45), 492 
Eterard Bmreries f. Datj (2C5 U. S. 5JS). 452 
Ez parte 11. V. ileKaij (2 C. A. R. 1). 233 
Espcnditurcs, public, see Pu35e fipoiii/urfi 

EiploiUilion ot Inbor, ns consequence of imperfection in commodity mnrkct, ]P5-lt)5: 
fnllncious cUiical gcncmlisntions nbout, 58, 59; imperfect competition »mon;;cmpIaycrs 
ns fnctor enusing, 102-103; of child trorkers, 418; of rromcn srorkers, 301-303, 407-415 
Eitractlvc industries, decline in importance of, ns employers of labor, 21; form of business 
organization in, 15; persons engaged in, 10; trend of real comings nnd srorkers' sliarc 
of total income in, 120, 124, 185. See also Coal mfnrri; Mineral production 


F 


Factors of production, changes in rclntirc returns to, 81-71; determinants of combination 
of, ISO; effect of length of trork week on rclatiee returns of, 503-507; quantitative 
changes in, 19-21, 172-173. See also Capital; Cnpilof cofIt; Labor costs 

Factory system, development of, nnd employment of rromcn, 377; development of, in 
England, 3-4, 10-11; effects of, on position of labor, 10-13; grovth of, in United 
States, 0-10; per cent increase in number of fnetories by decades, in United States, 7; 
per cent increase in value of product of, 7, 8; per cent increase in rrage earners, United 
States of, 7, 8; srnges under, in United Slates, 6. See also Manufaeturini; Maniifaetur- 
inp teoriert 

Factory rvorkers, sec ilamifaeturinj irorirrs 

“Fair value," Adkins demsion, dicta on, 337-840; definition of, in American wage statutes 
of igSO's, 321-322; incorporation of principle of, in minimum rrage Ian's of 1930‘s, 
320.321 

"Fair” wages, conception of government hoards ns to, 283, 234, 289, 291; definition of, in 
Wages and Hours Bill of 1937, 374-375; government intcn'cntion to establish, 231, 
289, 293, 295 

Families, ndcquncy of eanungs of heads of, to support, 235-237, 230-255; apportionment of 
expenditures by, 51 ; breadwinnera in, as revealed by various sludic.s, 231, 232, 238, 243, 
249, 251; dianges in size of average, in United States, ns influence on standanl of 
living, 128-132, 231-232; disruption of life of, by child labor, 417; distribution of 
income among, 219-227; economic insecurity of, ns cause of cliild labor and employ- 
ment of rromcn, 398, 418, 410; effect of employment of women on life of, 403-404; 
estimates of cost of linng for, 225; extent of por'vrty, among English, 229-233 ; incomes 
of, in comp.ariEon with cost ot mitumum decent livelihood, 230-231, 238-239, 213-244, 
249-255; largeness of, as cause of poverty, 228-231, 233; local studies of incomes of, 
248-253; members of employed, in relation to wage level, 188-187; methods of measur- 
ing variations in needs according to me, 88-70; needs of, considemtion given by 
govemment wage-Cung mnehinery, 283; number of, in United Stales, 223; sources of 
income of, 231-230, 243, 240, 251; standnrds of adequacy of incomes of, 61-88; supple- 
menting of incomes of heads of, by earnings of other breadwinners, 237, 213-244, 
251-253; women workers as contributors to income of, 894-397 ' 

Families, standard, sec Standard familp 

Family allowance plan, dreumstnnees ur^ng tc.asonablcness of, 82, 83; under Australian 
minimum wage system, 283-284 

Fammain .scale, functions and chamclcrislics of, 89; utilization of, by Rowntrcc, 228 

Farm labor, children engaged in, 424, 425; decline in value of products produced by, as 
cau.<c of rise in real enrninp of urlmn labor, 270; declining importance of, relative to 
industrial, 32, 34; cficct of eacninp of, on gcncml trend of real earnings, 93-191; 
exemption from legal restrictions of cluld, 435, 437, 439, 440; government regulation 



SUBJECT INDEX 557 

of wages of, m England, 287-288; increaBe in real earnings of, 187M890, 84; losses of, 
relative to urban, in ISM’s, 210; nnmber d persons engaged in, 1870-1930, 82 
Farm popnlation, of Umted States, 1890-1953, 24, 25. See also Aural fopuloHon 
Farm prices, as explanation of share of farmers in national income, 16H65; decline in, as 
cause of increase in value productivity d urban labor, 210; downward trend of, 1870- 
1890, 88; rise of, prior to 1920, as cause of lag of real earnings of mdustrial labor behind 
per capita productivity, 217-218; tread of, 1890-1980, as factor determining real 
earnings of urban workers, 86-87, 99-101. See also Prm 
Farm products, decline in exchange v^ue as factor affecting earnings of urban labor, 86, 
9HOO, 210; rise in exchange value d^ before 1920, and real earnings trend, 217-218 
Farmers, decline in purchasing power of, as cause df urban unemployment, 210; decline in 
share of national income received by, 1^165; number aud lelarive importance in 
gainfully employed population, 1876-1900, 82, 34; opposlrion to child labor amend* 
ment of, 460, 451 

Farmers’ States Rights league, opposition to child labor awiendment of, 449 
Fascism, control of wages under, 296-297 

Fatigue, conditions determining rdarion of phyrical productivity to, 499; effect on health 
of worker of, 492; lessening of, and phj^cal productivity, 498; long hours and. 491- 
492; susceptibility of child workers to, 418 

Federal authority, Chief Justice Miatshall on consritutional extension of, 447; exertion of, 
in NIRA, 256-270; in child labor contrel, 488-448; in regulation of hours, 518, 519, 
521-522; necessity of exercise of, in child labor regulation, 460-461; proposed extenrion 
of, under “Wages and Hours Bill” of 1938, 874-875; Supreme Court rulings on 
extensions of, 370-873, 440-444, 446-448. See also Congress, exlensm of pwm of 
Federal Emergency Relief Administration, cases and persons under, at depth of d^srion 
011930*3,265 

Federal employees, purchasing power of, pre-1900 and post-1900 averages, 105 
Feeble-mindedness, as cause of poverty and destitution, 257 
Femiiust movement, evaluation of position, on pretective legislation of, 406-407; opposition 
to special le^slation for women of, 405-406; victimization of, 407 
Fifth Amendment, judidal declaration of incompatibility of District of Columbia minimnm 
wage law with, 817; objective facts as test reasonableness of interfering with rights 
guaranteed by, 329; relative character of rights guaranteed by, 828-329; Supreme 
Court ruling on minimum wage laws ioierdided by, 825 
Fif^-four hour week, extent of, in manufacturing, 1909-1929, 470, 473; increasing prev* 
alence of, in 1920’8, 478; physical productivity of workers under, as compared with 
other shifts, 499-500. See also Hours work; Shorter’hms rnomml 
“Final” productivity of labor, see Marginal prodvctiviig 
Financial reserves of labor, and bargalulng power, 203 
Finland, night-work prohibitions of, 536 

Rve-day week, costs of, compared with thirty-rix hour, 514; extent of, in lOSO’s, 475, 477- 
480; phyacal productirity of, 500-501. &eal 80 ffouri (jf work; Shoritr-hows mvevied 


Fleicker v. Pack (6 Cranch 87), 458 
Flexibility of demand, see ElasHdly demand 

Food, per cent of family income expended f«v at different levels, 65-66; proportion of 
income spent for, as criteria of living standard progress or retrogression, 66-67 
Folding Fvmiim Work o. /ndwtnal Comniisftcn of WUcomn {800 Fed. 991) 304, 317 
Foreign-born workers, b sweated trades, 398; percentage of all, men and women, 894; 

wages and earnings of, 236-289. See also Innigratm 
Forestry and fishing, gainfully employed persons in, 1880-1930, 22; women employed In, 382 
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Forly-cighl hour wccl;, clironologicil conccnlrallon of gains in allninmcnl of. 471: iKiwal- 
npc of u'orkcrs under. 1D0&-1I12D. 470. 478; progress in ntUinment of. 1800-1020. 400. 
470. 473. See also Iloun oj inrk 

Forly-hour sveek. elicct upon costs, ns compared srith thirly-sii and Ihirly. 6M-815; 
cslablishmcnl of. os modal work period under NRA. 482. 483; cslcnt of. in 1020’s. 
478-180. See also Hours of irork 

Fourlccntli Amendment. Chief Justice Hughes on powers of stntc legislatures and. 300-331. 
303; freedom of eontraet g<iamnteed by, and minimum wage legislation, 302, 341-310, 
347-348; histoiy of rntiGcalion of, 450 ; labor legislation held incompntihlc with, 342- 
313, 524, 020-028; objeetu'c facts as criteria of reasonableness of intcrfcrcnec under, 
320; relatis’c cbametcr of rights guaranteed by, 328-320; Supreme Court interpreta- 
tions of, in limitations of hours cases, 520, 523-524, 620-527, 520-530. See also 
Judicial rerieio 

Fourtii Amendment, fear of nullification of, by child labor amendment, 450, 453 

France, dislribuJico of sreaJJh Jjj, S7D; hours of irork fo, 480-487; miuiuiuo} mrge sjylctn oft 
205-200; national income of, 41; regulation of night work in, 530; total and per capita 
wealth of, 270; trend of rc.nl earnings in 78-70. 

Free enterprise, system of, see Capilalistiefree eaterprise 

Free income, ns factor affecting standard of living of workers, 132-134; ns factor explaining 
lag of real earnings behind per capita productirity, 218; content of, 133-134; govern- 
ment expenditures for, 132-133; irnporlancc of, in 1030’s, 132; measurement of gains 
from, 134 

Free land, and formulation of public altitudes on cliild labor, 422; ns cause of urbanization 
of immigrants, 20; ns regulator of wages, 88; censing to operate as "naluml” regulator 
of wages, 88; lag of real earnings behind productivity nnd, 217 

Freedom of contract, cliaraetcrizntion ef, by Supreme Court, ns "general rule,” 820, 347; 
Chief Juslico Hughes on meaning and i«lnti\-e charnetcr of, 350, 853-354; constitu- 
tional justification of interference with, to limit hours, 522, 523, 525, 528-530; hours 
laws for public senrants, nnd irrelevance of infringement on, 520; inequality of con- 
Iracllng persons, ns justification of interference with, 350, 355-350; judicial adherence 
to, nnd paucity of hours legislation for adult males, 517; Justice Holmes on reasonable- 
ness of intcrfcrcnec with. 320, 333; Justice Stone, on inconsistency of rulings upholding 
interference with, 340; justification of interference with for women workers, 350, 
354-350; lack of specific mention of, in the Constitution, 325; police-power limitations 
of, 328-329; relative cliaractcr of right of, 328-320, 353-354; Supreme Court differ- 
entiation between wages and houro, and constitutional curbing of, 320-332; tendency 
of courts to cling to absolute interpretation of, and minimum wage movement, 303, 
325, 328 

Full-time weekly earnings, clironologicnl eoncentration of gains in, 05; definition and 
advantages ns measure of progress of, 44 ; trend of real, 03-00; trend of nal, compared 
witli trend of real hourly earnings, gg 

Functional distribution of national income, 101-108. See also National income 

G 

Gainfully employed persons, average number of dependents per, 131; distribution, accord- 
ing to economic status of, 32-34; distribution of, by major industrial classes, 21; 
females among, actual nnd if 1880 ratio to males had been maintained, 390; females, 
occupational distribution of, 382; in Germany, classified by economic function, 33; 
increase relative to population, and estimates trend of per capita real income, 138; 
males, 1880-1030, and per cent not employed, SSD, 300; minora among, classified by 
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general dimon of occupation, 424; minora, number and per cent of all in age group, 
1880-1930,481-422,423 

6a^iadaBtty workers, real earnings and pbyac&l product of, 156; real earnings of, 105. 

See also PuMie uHliii/ w^e earners 
General welfare clause, Supreme Court on exUnson of, 371, 872 
Geor^o, percentage of child workers in, 424; women's hours laws of, 522 
Germany, distribution of gainfully occupied population of, 23, SS ; distribution of wealth in, 
270; government wage regulation in, 296Ht97: hours of work in, 486; national Income of, 
40-41, 226-227; night-work proUbltions of, 536; organisation of labor market in, 199; 
total and per capita wealth of, 270; trend real earnings in, 78; urbanization in, 26 
Gonperi v. United StaUs (2S3 U. S. 604), 454 

Government employees, regulation of hours of, 518-520; share of, in value of aerncea 
produced by, 165; trend of real earnings of, 102, 103, 114 
Government intervention, and precepts of free pii^te enterprise, S-4; increase in, as 
departure from competitive wage determinants, 204; m employment conditions tl 
women, theory of, 405; Supreme Court ruhngs on, 824-828, 842-848, 861-852. 970-873, 
440^8, 620, 52H25, 527-580; theory of. 278-280, 829, 841, 849, 855, 857-861, 874; 
to limit hours of labor, 481-484, 516-536; to prohibit duld labor, 438-436, 438-440, 
444; to regulate wages, 286-800, 361-376. See also Wane regulation 
“Great inventions,” effect on system of economic control of, 8-4 
Green v. lesee of Neal (6 Pet 291), 846 

Guilds, apprenticeship system of, as form of duld labor, 416-417; regulations of, 8 
H 

ffammer p. Dagenhari (247 U, S. 261), 802, 374, 440-444 
Handicraft system, production conditions under, 8 
Hazards, industrial, see Indusirial hazards 

Health, as consequence of family earnings, 259-^60; breaking of natnral rhythms and, 
491-492; cumulative fatigue and, 492; dependence of, on wages, 279, 806, 818; depend- 
ence upon eanungs of, as justiEcation d minimum wage laws, 806, 850; effect of night 
work upon, 464; d^t-hour day and improvement in, 500; in rdation to qualitative 
character of labor and productivity, 216; d diildien, as related to employment d 
mothers, 403; of women, effects of employment on, 40N05; d women workers and 
constitutionality of laws limitations, 528-589; d women workers and legislation limit- 
ing hours, 304; public concern in, as justiScation d regulation of hours d men, 528-524; 
relationship of chi ld labor to> 417, 418, 4^, 436; rdationship d long hours to, 491- 
498; spedalization of operation and dangers to^ 491 
Health and Morals of Apprentices Act, 416, 426, 466 
Heim B.JfcCoIi (239 TJ. S. 175), 330 
Henning s, Geornia (168 H. S. 299], 585 
Bipolite Egg Co. o. United Slates [220 U. S. 45), 439 
Bok V. United States (227 U. S. 306), 439 
Holcombe a. Creamer (231 Mass. 99, 120 N. B. 364), 825 
Holden i>. Hardy (169 U. S. S66), 803, 329, 334, 358, 523, 524, 526, 528 
Holy rrintly Chttreh a. United States (143 U. S. 45^, 455 
Homework, depression of 1980’8 and, 398-399; dimmution of, under legal nunimum wage, 
316; fsxploitation d laborers in, 398; extent d, 897; labor supply in, 897; legislation 
respecting, 895-898; licensing d, 897-898; need for control over, 401-402; of children, 
on farms, 425; d young persons, 426; reduction in volume d, under NRA, 400-401 
Horsepower, increase d, relative to wage earners, 19-20 
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Ilauil}' earnings, ns mensurn of labor's progress, 44; in lelntion to pliysicnl production 
nnd real national income, in IDSO’s, 148; trend of, compared svitb trend of real srcekly 
earnings, 123-lSO; trend of real, 110-118, 122-120. ^ also Hourly irayrs 
Ilourly output, increase in, ns consequence of sliortcr srork periods, {OS; relationsliip of 
length of work week to, 400. See also Oiilfui jier man-hour; Phyiica! proJuelion 
Hourly wages, advantages and disadvanLages of, as measure of labor's progress, 4 1 ; clfocts of 
maintaining, with hours reduction, 604-S08; under NRA codes, 305, 807, 870; tendency 
of technical changes to render obsolete, 509-510 
Hours of work, arguments for .shorter, 488-407; causal relationship between increased 
productivity and, 508; citizenship and, 489-400; component parts of problem of, 
403-104; constitutionality of laws limiting, 529-580, 584; daily nnd weekly in relation 
to physical output, 409; economic implications of reduction in, 502-518; effect of 
reduction in weekly earnings of workers, 1890-1020, 02-03, 05-00; clfcct of reduction 
of, upon aggregate demand for goods, 501; effect of reduction on output, difficulties 
in determining, 408; erqKricncc of firms shortening, 500-501 ; federal control over, under 
post-1933 laws, 619; five-day week, in 1030's, 478-479; geographical dificrcnecs in, 
408; health of workers and, 401-492; human nnd mcclianical factors, ns determinants 
of effect on output of reductions of, 409; in otlicr countries, 480-488; industrial differ- 
ences in, 468-409, 472; labor theorizing ns to relationship to wages and employment, 
403-407; legal limitations upon, 516-522, 525-523, 530-536; length of working week 
ns element of, 468-464; limitations of, for child workers, 418, 420-421, 433, 402; “lump 
of work” theory of shorter, 494-495; moralistic opposition to shorter, early nineteenth 
century, 465; necessity of standardization in, 403; night work, ns element of, 461; 
objectives of NRA regarding, 481-482; overtime as element of, 403; percentage of 
distribution of, in manufacturing, 470, 478; physical product and, 497-502; "prevail- 
ing,” Wage law nnd regulation of, 610; prevalence of twelve-hour day in .steel, 468; 
proposed federal regulation of, under 1037 and 1038 federal bills, 374-375; reductions 
of, and volume of unemployment, 476, 477, 488-480, 403-407, 502, 503-518; regulation 
of, nnd problem of declining rate of industrial growth, 510-512; relationship of elas- 
ticity of demand for labor to slmrtcning of, 517; relative reductions in, for different 
groups, 1890-1920, 471; relative reductions in, of organized and unorganized workers, 
471-472; shortening of, and readjustments to offset cost increase, 613-610; short-run 
nnd long-run relationship to hourly wages, 508; “staggering” of, ns factor affecting 
real income, 116, 118-119, 476-477: slnndnrd-of-living theory of shorter, 491-495: 
tcehnologaeal displacement and, 509-618; theoretical basis of case for shorter, 408- 
497; three- and four-shift, ns cost reduction possibility, 513-515; trend of, 143, 405-107, 
409-170, 480-481, 484-430; under NBA codes, 481-484; variables nffecting, in long- 
run, 515-516 

Hungary, legal minimum wage system of, 297; national income of, 41 

I 

Illinois, minimum wage legislation of, 319, 320, 322, 324; women's hours laws of, 632 
Illiteracy, diild labor nnd, 417 
Illness, .see Sietnei! 

Immigration, clinnges in character of, 30-31; compctilion for unskilled jobs nnd, 81; con- 
sequences of, 31-32, 84, 88, 129, 211, 377; curtailment of, in relation to rate of indus- 
trial growth, 611; earnings of workers proiidcd by, 236, 238; entrance of women into 
industry and, 877; labor poliracs of corporations nnd, 88; legislation affecting, 30; 
motives underlying, 29-30; ptepondcrence of males in. 129; re.al wage trend and. 88; 
reduction in size of averoge family because of, 120; reduction of, and future employment 
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o! nomcD, 380; restriction ot, end real eaaings, 211; sonnxs ot, 31; tad ol.Tolome 
o{, 20-30; nrimmsetion consequent upon, 26 
1 , new, sec Vm imisrclm 

in, tmong employers tor kbor, 102, 193; devietion ol marginal revenue 
from average revenue under,190-197; esjdoitation of labor consequent upon prevalence 
in market for commodities, 197-108; in market for commodities, 191-192, 199-198; 
in .market tor labor, 192-199. See also flmpriflion; ExflmMim qf loSor; Momfoly 
Imputed productivity, see iferyiml yrdnetititj/ 

In m Opinion qf the Jvetices (232 Mass. 909), 456 

Inadequate earnings, causes of, 257-268; consequences of, 258-261; distriburion ol income 
among persons and families as presumptive evidence of ertent of, 219-227; extent of, 
among adult males, to support standard families, 235-236, 239-242, 246-247, 265-256; 
extent of, among families^ relative to costs of various liveiiboods, 236-237, 239, 243- 
244, 248-254; measurements or standards ol, 64-69; ot women workers, 407-414. Sec 


Incidents of ownership, as affected by corporate form, 16-17 
Income, distribution of, see DMbulm qf ineent 
Income, family, see Diitrihilion a/ fnooiae; f amSfes 
Income, national, see Kolmal ineom 
Income, property, see Pmptrfp 

Incomes, adequacy of, see Adequacy (if camwiyr; Dietrihutionef income 
“Independent" classes, changes in relative numerical importance ot, 34-86 
Index numbers, coat of living, 48-62, 81, 88; enorsin use of, 62-98; methods ot constructing, 
46-48; of government expenditures, 188; of hours ot work, 468, 470; of miwgM 
productivity of factors, 17H78; of per capita national income, 142; of phya^ 
production, 146, 152, 163, 156-167; of teal earnings, 76-76, 81, 88, 92, 94, 98, 102, 107, 
113, 127, 168, 166-167, 169, 162; of value product, 169, 160, 162; ol wholesale prices, 
86, 86; use of, to deflate national income in dollars, 66 

India, naUonal income of, 41 „ , „ 

Mvidual entrqireneiirSi share of catioaal mconie oft 163, 166, 167t 

premrial income , ,, t* 

Mvidual iniUative, American adherence to, 5-6; case for, 2-6; diffused 

and, 274;ptoperty ownersHp and, 273; skepticism about, in background of NBA, 357 
Industrial accidents, see Accidents, induAevA 

Industrial classes, see Economic efosaea . 

badnstrial hamds, and dnld labor, 418; and poverty, 228, 239; 

regulation in work involving, 622623; suscqitibility ol women workers to, 494. See 
also, AccidenU, iniu^r^ 

Industrial homework, see Eomeworh 

Industrial peace, enforced wage negotiation and, 2&6 , , , . 

Industrial BevoluUon, child labor during eariy period ol, 429; conditions of workers dmng, 

' in England, 174; effect on proletariat, 4 - 6 ; employment ol women dimng, in En^nd, 
877; laissez-faire policy and, 3-4; kgisUtive protection extended to women and 

childrenduring,405,466;prevailinghoursdming,466;tadolreo]esrnmgsdurmg, 

Inequality, economic, see Economic inequdU^ 

Inertia (economic), as factor perpetuaring inequality in diatribution of ^ 

Infant mortality, correlation with employment ot nonemployment of women of, 404; rata 
of, according to earnings of fsthen, 268 , 

Inflatioi, far ot, a ausc of price rise during NBA period, 869; m reUtion to overpnemg 

of labor due to technical changes, 611 
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Inlicritnncc, conccntralian ot vcnlth onctsbip and, 171; limitation on, and concentration 
of property owncrsliip, JT-l 

Instinct of n-orkmnnslilp, tliwartlng of, end ease for sliortcr work week, 480 
Interest (rate of), decline of real, ns result of incrt,ascd quantity of capital, 218; restriction 
of number receiving, na consequence ot unequal distribution of wealth, 2*2 
Inlernalional I/nrrrstrr Cc, r. Kenliieky (231 U, S. 2IC), 918 
/ntcrnolionof Timber Co. r. Field (Supreme Court Reports of Canada 1028, p, SOI), 300 
Interstate commerce power, control of lotteries by invoking of, 430; first federal child inlior 
law, based on, 430; hours legislation for transportation workers ns exercise of, 822; 
intention ot founding fathers about, 413; invoking of Congressional power over, in 
“Wages and Hours” bill of 1037, 374; Justice Holmes on nature of, 443; NIRA ns 
extension of, 388; pure food law, based on, 430; Supreme Court interpretations of 
power to regulate, 370-374, 410-444 

Interstate labor conferences, of lOSO's, and attempts to improve labor standards, 310 
Inventions, demand for labor and, 188-180; cilect of, in rendering wage rates obsolete, 810; 
labor doctrines of effect on employment opportunities, 101; productivity of labor and 
capital and, 218-216 

Investors, decline in return to, during War price rise, 218; segregation of functions of, under 
corporate form, 18; share of national income of, 163, 168-167 
Irregularity of work, as cause of poverty and inadequate income, 228, 233. See also 
Vncmjiloymcni 

Italy, governmental wage control in, 207; national income of, 41; night-work prohibitions 
of, 836; trend of real earnings in, 70 


J 

Japan, national income of, 41; trend of real earnings in, TO 

Japanese workers, ns percentage of total gainfully occupied in United States, classified by 
sex, 304 

Jours r. Frairic Oil Co. (273 U. S. 108), 345 

Judicial review, enunciation of doctrine of, by Chief Jnslicc Marslmll, 417; Justice Holmes 
on, 341; Justice Slone on, 340; legal formalism v. economic realism in, 380, 381, 388; 
minimum wage decisions ns examples of misdirection of, 326-328; of child labor legisla- 
tion, 4 10-118; of federal regulation of coal industry, 371-373; of hours legislation, 820, 
822-828, 828-830; of legal minimum svage, 328-356; of XIRA, 370-371 

"Just price" concept, ignoring of, in eighteenth century, 3 

Jus-cnilc workers, see Child lobor; Children 


K 

Knnsa.s, hours laws of, for women, 831; minimum wage law of, 306, 310, 317 

Knights of Labor, aOiliation of unskilled workers with, 81; participation in anti-child lalior 
mos’cmcnt of, 431 

Knights oj Fylhlas r. Meijer (265 U, S. 30), 318 

Knosvlcdgc, lack ot, by enterprisers, ns factor nlfccling capil.il return. 100-200; lack of, by 
workers, ot available jobs, 100; ot marginal productivity ot factors, by enlrcprcncurs, 
validity of assumption, 208 

Knoztille Iron Co. r. Ilatbinton (183 U. S. 13), 330, 334 

L 


Labor, demand for, see Demand for tabor 
Labor, efficiency of, see Efieieney o/ labor 
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Labor, material progress of, see Ptogtcss of labor 

Labor, occupational migration of, see ilfo6t7%/ Oeeapaimal migrtiuin o/foSor 

Labor, productivity imputable to, see Prodiidt^y of labor 

Labor, progress of, see ProjrcM of labor 

Labor, urban, sec Urfian population 

Labor Advisory Board, of NBA, 303 

Labor costs, eSccts of increase in, ^hen boors reduced mth compensating wage increases, 
505*508; length of work period and pbyacal production and, 497*488; nonwoge, as 
affected by length of work period, fiOS; physical productivity and, 216, 809, 497-502; 
possibilities of offsetting increase in, when hours are reduced, 51S-516; proportion to 
capital costs, and effect of introduction of shorter hours, 504, 516; relationship of 
increase to volume of employment, 502-503. See also Jlforginaf cost of labor 
Labor foctor, cliangcs in qualitative character iff, 216 ; chan^ng ratio of, relative to capital, 
as cause of advance in labor marginal productivity, 206. See also Stipplp of iohor 
Labor income, sec Dis(ri5»bort of tneome; Earnings; Real comings; Wages 
Labor law, administrative, NBA code provisions as largest body of, in American history, 
35G 

Labor legislation, constitutionality of different types of, 324-356, 370-374, 440-448, 520, 
522-530; development of, in twentieth cealury, 80; NBA type of, 856-876; prohibiting 
child labor, 483-448; regulating homework, 897-398; regulating hours, 466, 516-588; 
regulating wages, 279-356, 874-875. See also Constiiutionalily of labor legislatm; 
Qovemnenial inicrvenlion; Bours of rnkL^istatm^ chili labor; Minimm tnage, legal; 
Balional IndvHnal Rccorery Ad 

Labor market, assumption of full employment of labor in, 200-202; assumption of price 
flexibility in, 20^204; bargaining power and, 202-203; competition in, 191-19S; com- 
petitive underbidding in, 201; employment exchanges and, 199-200; immigration 
restriction and, 211; imperfection (ff, 192-198; mobility of factors in, 199-200; organi- 
zation of, 197-200; transfer problem in, 514; unioaism and, 212-214 
Labor organization, see Organised labor; Uatwtsja 

Labor reserve, effect of, in causing payment of wages less than margmaJ value productivity, 
201. -See also Uumpfoyfflcnt 

Lnbor.snv ;n jT machinery, and trend of real eamings, 212. See abo hiesnivms; Mediaitixa- 
lion of industry 

Labor supply, sec Supply of labor 
Labor turnover, see Tumoaer of labor 

Laboar Party (English), and development <ff minimnm wage system, 286 
lamezfaire (doctrine and policy of), as conausitant of Industrial Revolution, 4; assump- 
tions a to wage determiMtion in system of, 208, 2M| cMd lebor ns n consquence of, 
4^0; component parts of, 4-J ; conditions rf inbor in early singes of, 4-5; effect on early 
conditions of employment of women, 877; English mimmum wage system, as departure 
from, 28C| entrenebment of, in United Stntes, and gmemment control of wages, 802; 

rclinnce on precepts of, and reiiliUesofeconomicliIe,278;repndiita of, by proletiriat, 

«; trend of real earnings in England and, 74; unequal distribution of wealli 
and, 275; utilitarian modifications of, 6 

land, fixity of supply of, ns factor in distribution, 185; increasing scarcily of, as cause of 
leg of real eamings behind production, 217; rise in value of, and unearned increment, 
276; shiftability among economic ua«, 189 

Land, free, see fond ... 

Large-scale production, and “welfare oSeMve,” U; argument of mseparabibty wite 
concentrated ownership of, 274; consequences of, 1H2; depression policies on wwk- 
sharing under, 478; development of. in Uniled States, WO; impmsonal relations 
under. 11-12; in England and Germany. IWl; measurements of development of. 
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7>10; pcrsonnl policies under, 11; rife of combinritions nnd, 18; trade union predilections 
of firms in, 11; working conditions under, 11 
/flwrn r, like (100 Wnsli. Ct2, 171 Pnc. 1037), 325 
Lntin*Amcricnn counlrlcs, minimum wage systems of, SOO-SOl 
l^gnl minimum wnge, see Mimmum vof^ty Ifffnl 

liCgidfttion, cliild Inlior, by federal goxxrnmcnt, 433; by stntcf, 430, 433*-t3S; constUu* 
tionnlity of federal, 440’448; feminist nttnek on, when applicable only to women, 
405-107; in England, early, 421-422; in United Stales, early, 422-123: laxity of admin- 
istration in, 43C 

licisurc, effect of preference for, on labor supply curve. 185; preference for, as against 
liigbcr wages, 185-18G: social desirability of, as argument for shorter day, 489-400; 
statistical measurement of prdcrcncc for, 185 
Iitscr r. GarncU (258 U. S. 130), 459 

Liberal Parly (Englidi), and establishment of minimum wage system, 280 
Liberty, Adam Smith on, 4-5; Chief Justice Hughes on meaning of conslitutionnl guar- 
antees of, 353-851; conception of, ns pari of capitalistic insliiutionnlism, S; effect on 
proletariat of economic, 4-5; Fourtccntli Amendment guarantees of, 825, 828; 
freedom of contract ns component of, 325; of women workers, and minimum wage 
legislation, 320-332; relative diameter of constitutionn) guarantees of, 32S-320. See 
also Freedom of conlracl: £at»ra Jaire,* ** System of natural liberh/' 

Liwng, cost of, see Coat of tmng 

Linng wage, as first charge against indtistr>', 279, 291, 300, SlG-817; ns objective of NIRA, 
350; budgets describing. O^G, 403; extent of nttainment of, by male workers and 
families, 227-255; failure of women's wages to equal, 40S-414; freedom of employer in 
hiring, and equivalence of worth of labor to, 847, 355; Incorpornlion of principle of, 
in minimum nugc laws 270, 299-801, 807-308, SI1-S12; minimum wage machinery' for 
insuring, 280-282, 237-291, 295-297. 299-300; official definitions of, 282, 291-202. 299, 
800, 81 1-312; parasitic character of induslrics not paying, 27P; standard of, for women 
workers, 71-72; supplementing of prindple of, in minimum wage laws of IDSO's, with 
“reasonable Talue*’ principle, 820, 821; Supreme Court ruling on u*agc statutes based 
exclusively on, 321, 335, 337-340, 351-354. See also Adequacy of eamnqt; Vceerti/; 
Standard of Unng 

Lochner r. AVir I'orA* (103 U. S. 45, 25 Sup. Ct. 530), 521, 520, 627, 528 
lonrc T, Laxelcr (208 U. S. 274), 442 

LoniJTiV/r and A’ajfAri7/r JTiuVroacf Co. r. Mattlqf (210 U. S, 467), 330 
“Lowcr-sahmcil” class, economic altitudes of, 22; numbers and trends, 32-33; signincancc 
of increase of, 35-30; strain of war price rise on, 240; trend of real income of, 102, 105. 
Sec also Cterkat irorkcra 

“Lump of work" Uicory, as argument for shorter hours, 493-404 

M 

MeCray r. Uni'/rd S/n/rr (195 U. S, 27), 445, 446 
J/cCi(Wougft r. J/rtrjf/and (4 Wheal. 316), 417, 451 

Machine industry, ns caiw of increased productivity of labor, 215; displacement of workers 
and, 405-106, 513-515; effects of, on ux)rkcrs, 4-5; emergence of, 3-1; cmploynient of 
u'omcn workers and, 377; mtroduction of, and child labor. 416, 422; noninterference 
policy accompanying advent of, 420; reduction in muscular exertion in work consequent 
upon introduction of, 491; thcorclic.'il effects on wages of, 187-168. Sec also J/rrAanL;- 
flfwri of industry 

Magna Charla, and development of political and civil liberty, 274 
“Make work" Uieory, and shortening of work week, 493-495 
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Mana^ment, iiaproycmaat in caliber of, and hbor'a incoine, 187; increased Unen^ on 
' production, in lilt's, 170; pro/cssionaliiation of, 15i-17; separation fram stoclrbolders 

of, 17 

Man-hour output, sec Phpitd podiidm 
Manitoba, minimum irage system of, 298, 299 
Manualists, number of, in relation to brain m&ers, 86 
Manufactures, see Mamfidm} 

Manufacturing, ns distinguished from commerce by Supreme Court, 4il; British establiali- 
ments in, dnssified by wage eamera employed, 10; eapilal and nonbuman power 
employed by, 10-21; changes in capW-labot ratio in, 200-207, 215; ebanges in imputed 
productivity of labor and capital in, 172-174; child workers In, 422, 424, 428-429, 
438-435, 437, 489; combinations in, 18-10; corporate form in, 14; decline in per unit 
coats in 1920's, 245; decline of, as source of livelihood, 22-23; employment in, during 
depression of 1930’s, 148-149; establishments in United States, 1849-1981, 60; German 
establishments in, classified by wage earners employed, 11; growth of, in United States, 
6-10; hours of work in, 407, 470, 473-475, 479-481, 485; labor’s share in value created 
by, 108-171; persons attached to, 21-22; physical and value production in, 6, 146, 
168-161, 495; physical productivity and real earnings in, 152-154; ratio of clerical 
workers to manualists in, 212; aupercedenee of agriculture as source cl livelihood by, 
21-22, 88; union and nonunion wages in, 213; wage earners employed by, 6, 495; wages 
of women workers in, 409-413; women emplo^ in, 381, 382, 884-886, See also 


aionujncinnny rnmn 

Manufacturing workers, effect of unemployment upon real earnings of, 106-109; employ- 
ment of children as, 421, 422, 424; hours of work of, 407, 470, 478, 474, 477, 479-481, 
486; physical productivity of, in lelotion to real earnings, 152-160; share of, in value 
created by manufacturing, 165, 108-172; trend of teal earnings of, 10M03, 105, 119- 
114 116-117 124, 125; wages of women worbra ns, 409-414; weekly and annual 
earrings' of, compared with cost of livelihood, 235-287, 240-242, 246, 247, U64S6 
Sm also Manvfadvmg 


of, 17&-180, 102, 105-107; equivalaice d employers’ demand to, 17fi; supply of labor 
and, 182-188. See also Uarginal frodwimtg: Marginal remw 
Marginal gross productivity, definitien of, 196. See also Mopinaf pmduaticiiy 
M.rpn.l physical productivity, definition of, 195; diminishing charactensbc of, 177-ra; 
relationship of wages to, 178-170, 106; rise of, and reel earnings, 208-209, See also 


Marginal productivity, as determiuanl of demand price for labor, 176-170; as^ determmart 
of labor remuneration under competition, 176-180; assnmpUons »ndcrlymg_prm«cd 
correspondence of wages and, I9(H06; bnigmning power and, 202-203; caprtnl factor 
increase and trend of, for labor. 214-216; confusion with average of, 21«15; cor^ 

lives of deviatiorisotwageafrom, 201 - 2 («;correspondenceoftrendofrealcatnmgsv«tb, 

172-173; dcpcndm.ee on supply fnctom of, 176, 182-183. 180, derivation ol cn^ci o . 

172-173; diffeiences in, nmongdifferent groups of labor nndcapitnhl 89 ;dinunutonoh 

with increase in units of n factor, 178-179; eclectic character of determmants of, 177; 
tallacions comparisons conccmlng. 68. 69; immigmtion restriction, as mfinonce npom 

21,hl;implicationsofelasticilyotdcnmndin,181-182,.n,crf 

to physical prodnetivity ciscwbcrc, 206ri!10; increase in, and m.l carmngs nsc, 20^ 

209 ;indea 01 , 174 , 208 ;indnctivc.«»rtainmcntoh 60 ^ 1 , 172 -I 73 ;measnmmentoh^ 

quantitative changes in factom. OHl, rf urban work^ increase 

ttne of farii' prices, 210; quab'tativc ebanges in labor factor and, 210, ra 

manualists to clerical workers as fmto affectiag, 212; shorter boms, wa^ rate^ »d. 
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C02; supply of other fnctors os Getermbont ol, I87-18S; sroge role, volume of employ- 
ment, ond, ITC 

hlorginot productivity llicorj", oppmisnl ot ossumptions underlying, 201-200i combinotion 
of fnctors, dclcmiinnnts ossumed by, 180; competitive commodity mnrhet ossumptions 
in, 105-108; competitive labor market ossumptions in, 101-105; dependence of nssump- 
tions of, on perfect competition, 191-102; diminishing returns implications in, 177-178; 
effect of chnngcs in fnctors, ossumed by, 177-170; gcneraliicd slntcracnt of, 175- 
176; homogeneity ond tronsfcrobility ossumptions in, 180; implications of, in sroge rate 
ond volume of employment relationship, of, 181-182; long-run chnmctcr of tcndcndcs 
predicated by, 109-101; place of competition in, 170-180; quolitativc ond quantitative 
chnngcs in fnctors in framework of, 214-2IC; rclntionship of labor return to increased 
production predicated by,214;rcIaBonship ot price of commodities ond value productiv- 
ity predicated by, 170-180; supply ot other fnctors, in postulates ol, 187-188; supply 
curve of labor in postulates of, 182-186; underlying ossumptions of, 101-201; wage 
differentials explanation of, 189-100. See also A/oryinof produefinYy 
Marginal revenue, as multiplier ot physical product, in wage determination, 107; definition 
of, 105, 100; equivalence ot price ond, under perfect competition, 105-107; ratio to 
price of, as measure of labor exploitation, 107-108 
Marjpnnl utility, cquismlcncc to price of, 2; maximization of, in free private enterprise, 2; 
variety ns tnctor rnising, 217. 

Marginal value productimty, definition of, 195; desdation marginal from avernge revenue 
ns factor affecting, 106-107; physical productivity as factor in, 177-178, 105 
Market, labor, see Labor martet 

Market area expansion, and increasingly national character of control problems, 14; ns 
factor in estimates of size of nationol income, 188; as cause of interdependence, 14; as 
cause of large-scale production, 18; m United States, IS 
Marketing functionaries, increase in, and lag of real earnings behind average production, 217 
Mass consumption tlieory, of 1020'8, ns application of Im Steward’s doctrines, 605-507. 

See also “Ocfrprodu^m” bypolhem! Vndcmnimplhn 
Massachusetts, distribution ot wealth in, 263, 265-267; early child labor legislation of, 
428, 484; iiours of labor in, cariy nineteenth century, 465; minimum wage legislation 
of, 806, 308, 812, 813, 818, 320, 321, 823, 324; women's hours laws in, 532 
ilaxictU r. Doa (176 D. S. SSli 454 
Mayor r. Cooyer (6 lYall. 247), 458 

Mechanization of industry, and tactics of business unionism, 80; changes in volume of 
employment accompanying, 495-496; ctileria of, 6-10; cultural arguments for shorter 
work week and, 480; development of, in post-Civil lYar period, 82; effects on worker 
attitudes of, 12; employment of women and, 377, 380, 386; increase in capital factor 
ns criterion of, 20, 206-207; increased productivity of workers in basic industries 
consequent upon, 336; long-run effect on well-being of workers of, 212, 49M02; reduc- 
tion in costa from, and argument for shorter work week, 40t; stimulus to, in conse- 
quence of government wage fixation, 204. Sec also TeeSnolojieal chanye; Teehnoloyieol 
imrmp/oymeiil 

Mercantilism, control of economic life under, 3; economic philosophy of, 3; cmplo.vmcnt 
of children and doctrine ol, 416; bdividualist revolt against, 4; wage regulation ns 
component part ot, 278 
MctnUlfcrous miners, rc.vl caminp of, 120 
Mrlealf and Edify r. Milehrll (269 U. S. 514), 452 

Mc.vican labor, as percentage of total gainfully occupied, classified by sex, 394; ns sub- 
stitute tor imnugmnt labor, 32; female, wages of, 413 
Mexico, hours of work in, 487; miiumum wage system of, 300 
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Middle dasSj conservatism of, 278; dedolUon of, as property dass, 266; percentage of 
nationai wealth omed by, in United States, 265-266, 268, 268; size of, in to 
other economic dasses, 86; mtth ownership of, in other countries, 270 
Middlemen, absorption of increased part of value product by, 69-60; share of national 
income of, as explanation of lag of real earnings behind p^uction, 217 
UiUs e, Oraham (208 U. S. 601), 452 
Milltr V, IT'iJson (230 U. S,, 272, 85 Sup. Ct 842), 629, 680 
Mineral production, child workers in, 424; constitutionality of regulation of hours worked 
in, 623; enterprisers in, according to wage earners employed, 10; forms of business 
organization in, 16; shore of total national mcome of workers in, 165; women employed 
in, 382 

Miners, coal, see Cod miun 

Minimum health and decency standard, budgetary desaiption of, for women workera, 408; 
cost of, for women, 407-408; definition of, 66; extent of failure of women workers to 
attain, 404-417; extent of failure of workers to reedve wages supporting, 234-248; 
illustration of cost of, for nonstandard families, 70; monetary cost of, difierent periods, 
66; reasons for general adoption of, as standard of adequacy, 67-68 
Minimum of subsistence level, apportionment of family income at, 66; characteristics of, 
66; cost of, for family, 66. See also luaitqoais rnnmgs 
Minimum wage, legal, account of finances d business under, in United States, 808-309, 
821-328; agitation for, in United States, 805-806; compromise character of rates 
cstabliahed under, 291-292, 311; consequences of, in United States, 812-316, 828-824; 
constitutional theory of limitation to women of, in United States, 803-804; constitu- 
tionality of, in United States, 324-366; desirability of establishing for minors, 462; 
effect of, on real earnings, 312-314; freedom of contract, police power, and, 802- 
306, 817-318, 821, 825-866; in Canada, 297-300; in continental countries, 296-297; in 
Great Britain, 286-295; in Latin-Americaa countries, 800-801; in Australia, 280-286; 
limitation to women, in United States, 801-803; mandatory and recommendatory 
types, in United States, 807-308; objectives of, 278-279; operation of, in United 
States, 307-309, 312, 316; philosophic basis of, 278-280, 306-306, 816-819, 821, 
323; presumptions of, 279-280; prinaples of wage determination in, 282-284, 287. 
288, 291-292, 209, 300, SOI, 311-812, 321-323; problems emerpngfrom, 316-317; pro- 
vision for, in Federal Wages and Hoars bills of 1937 and 1938, 874-876; states 
having, 1937, in United States, 324; structure of, in United Statea, first phase, 306-312, 
820-823; under NBA, 361-870; “value of service” standard in, 821-323 
Mining, dedine of physical production in, 1927-1038, 146; employment trend in during 
1930’s, 149, See also Cool niasrs 

Mimslets, purchasing power of, pre-1900 and post-1900 averages, 105; trend of real earnings 
of, 102, 103, 116 

Minoesota, hours regidatious for women, 654; minimum wage legislarion of, 306, 313, 317, 
318, 320, 324 

Minors, see Child lobar; Children 

Mississippi, legal limitations on hours of women in, 634; percentage of child labor in. 424; 
ten-hour law of, 626 

Mobility, and bargaining power of labor, 208; os corrective of wages in excess of marginal 
productivity, 196; assumptiou of, in productivity auslysis, 199-200; cultural facto 
in America contributing to, 200; forces fadbtalmg, tor labor and capital, 200; impedi- 
ments to, 199; lack of, and differential payments, 189; of capital, 109 
Mondou c. Hew Varh, Hew Hoecn, and Earlford Hoilnod Co, (223 U. S. 1), 465 
Monopoly, absence of, ns assumed by orthodox explanation of wages, 191-192; among 
em^oyera in bn^ labor. 193; among workers, 194-196; aa cause of unequal stribu- 
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ticn ot wciUli, 87G-277; as factor prcvcnling mobility of capital, lOMOOi business 
consolidations ns form of, 17-10; clfcct of reduction in hours under conditions of, SOI, 
£0G; in selling commodities, and labor's remunemlion, lDS-103; reduction of marpnal 
productivity of labor in competitive industries by, lOS. See also Ivipcrfecl nmprli'tim 
Monotony, as conscqocncc of large-scale production, 11-12; of worh, as argument for 
shorter work week, 480 

jVerf/irad r. /’ro;i/f a. rrl. Tipal/lo (208 U. S. S70, 58 Sup. Ct. 018), 317, 320, 312-851, 530 
Morals, laws directing wages compatible with good, 311-312; relationship to wages ns 
justification for legal minimum wage, 800, S1C-SI7; Sutherland dictum ns to irrele- 
vance of srnges to, 830 

Mortality, in childbirth, and economic status, 250; maternal, in relation to family income, 
250; of cliicf brendmnner, as cause of poverty, 228, 230; of infants, in relation to 
fathers' c.arnings, 258-250, Sec also Infant motialily 
Mothers, employment of, and child welfare, 404-405; employment of, and family income, 
280, 240; social cost of employment of, 230 
Mountain Timber Co. e. Il'os/iiiij/on (87 Sup. Ct. 200), 320 

"Muckraking” period, temper of, and development of minimum wage legislation, 305-800 
Muller V. Oregon (203 U. S. 412, 28 Sup. Ct. 824) 304, 325, 330, 831, 851, 528-520, 530 
Munitions ot War Acts (English), and regulation ot wages, 287 
Mann r. Illinois (01 U. S. 113), 330 
Murpinj V. Sardell (200 U. S. 530), 317, 320 


N 

National Association of hfanufacturers, opposition to child labor amendment of, 410 
Natlonr.1 Child Labor Committee, formation of, 434; opinion of experts for, on child labor 
amendment, 452, 454, 458, 400; position on federal legislation of, 430 
National Consumers' League, and early minimum wage notation, 805; minimum wage 
formula of, in 1030's, 818-310; “model” wage bill of, 810-820 
National dividend, sec National income 

National income, absolute and pet capita, various countries, 30-41; absorption of more of, 
by marketing functionaries, 217; as basis for comparison srith real earnings, 54-58, 
130; cau.scs of lag of a-ages behind increase in per c,apitn, 214-217; changes in percent- 
age ot, going to dillcrcnt factors ot production, 1020-1035, 150-151; concepts and 
definition of, 38, 140; distribution among persons and families, os prcsumptis’c cridcncc 
of extent ot poverty and inadequate earnings, 220-227; economic rent ns share in, 217; 
free income ns factor causing rcapportionmcnl of, 218; functional distribution of, 101- 
ICS; inequality of distribution of, summarized, 223-227; mctliods of measuring size of, 
54-58; of England, distribution among persons and families, 225-220; of Germany, 
distribution among persons and families, 227; per capita real, ns basis of comparison 
with real earnings, 53-58; per capita real trend, compared with trend ot real earnings, 
143-145, 148, 150; probable exaggeration of increa,se in, 1870-1000, 138; question of 
adequacy of, to maintain minimum decency standartls of living for all, 258; subjection 
of distribution of, to sodnl control, 218; trend of, in United States, 30, 130, 140-145, 
147-148; virtues and shortcomings of comparison sritli, as measure of labor's relative 
progress, 54-53 

National Industrial Recovery Act. agencies c.stablishcd under, 302-803; authorization of 
codes and agreements by, 301-302; background ot, 357-358; collective bargaining 
section of, 302; economic tlicory of, 308-301; ciTcct of, on hourly earnings and cost of 
living, 123; enforcement powers of, 301; executive powers granted under, SGI ; lieemsing 
pros’isions of, 302; modiltcatloa of antitrust provisions under, 302; objectives of, 
S5S-35D; real earnings trend during period of, 122-120, SOD-370; scope of labor 
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slnndntSs rcsullinj trom, SSIl-357; siinimBiy o( ptovisioiB of, 361-362. See also 

fi’slhml Rtmiq Adminiilnilm 

Nalionnl late Eclolions Act, ns incosporaUon of principles and cnaons of MIA bonids,” 
857; collective bnejoining provisions of MM, nn basis of, 362; Supreme Court deci- 
sions suslnining, 373-374 ^ 

A'olioMf lolior Ilfhlim Board c. Friidmo-IIn^ IMi CMinj Co. (301 D. S. 68), 878 
A'elionof lahr Itdalioni Board o, FmAdlrj Mcr Co. (301 U. S. 40), 373 
A'otionof inter Bilallom Board o. Jones and lonjJSn Stel Corp. (301 D. S, 1), 373 
A'olfonof life hiuram Co„ o. Umltd Slolco (277 U. S. 608), 452 
Kalionol Proliiliitioa Cam (253 D. S. 360), 462 

Notional Itccovcry Administration, apprenliccsbip provisions nnder codes of, 365-366; 
cliild labor repdation under, 416, 418. 424, 420-433; code making principles and 
procedure under, 301-304; cost of liring during period of, 150; establishment of, 361; 
exceptional conditions of period of, 182; exceptions from basic wage minima in codes 
of, 305-307; baiting of mage cutting by, 370; “higlict bracket’' mage rates in codes of, 
307-300; operation of, and total real income of labor, 300; policies of, to prevent mage 
minima from becoming maxima, 367-300; regulation of bomemork under, 400-401; 
scope and conception of, ns contnasted to hpl minimum mage, 278; shorter hours theory 
of, 481, 502-510; subminimura mage rates in codes approved by, 305-307; mage diSet-'. 
cntials established by, 365; mage minima established under, 304-365; mage minima of 
young persons, under codes of, 305-367; momeu's mages nnder, 306-360 
National origins, system of immigration restriction, 30 
National mealtli, ease for concentration of ornncrslup of, 273-274; causes of unequal dis- 
tribution of, 276-270; control of distribution of, 276-277; deBnition of, 38, 201; dis- 
tribution of, in United States, 202-200; forms of, 204; in other countries, 270-271. See 
also DMulioii o/ mllli 

National Women's Party, position on protective iegislation of, 407 
Native-born morkers, percentage, male and female, of all workers, 304 
MUa «. iVcB York (201 U. S. 637), 348 

Nebrash, hours limitations, for momcn morkms, 534; minimum mage legisbtion of, 300, 
307,308,318 

Needle trades, elforts to organise momcn morkers in, 300; small-scalo production in, 13 
Negro Labor, ns percentage of total gainfully employed, clnssificd by sex, 304; as substi- 
tute toe immigrant labor, 32; momcn, mages of, 411, 413 
Netberiands, national income of, 41; nighl-mork prohibitions in, 630 
Nevada, hours limitations in, 632; minimum mage law of, 324 
New Brunswick, minimum mage system of, £08 ■ ; 

"Ncm cnpitnlisra” of 1020’s, business consohdationB during, 18-10; changing importance of 
sources of livelihood during, 22-23; farm depression during, 245; hours of work during, 
472-470; increase in capital factor during period of, 20; insufficient earnings during, 
246-254; real earnings trend during. 02, 04, 08. 102, 113; relative loss of manufacturmg 
morkers during, 170, 406; social psyidiology of, 246; temper of, and public opinion 
about labor legislation, 305 ..... r. 

Ncm Hampshire, limitations on women’s hours of work in, 632; minimum mage legislation 
of, 310, 320, 323, 324 

"New" immigration, as factor depressing mages of skilled workers, 88; effect of, on labor 
policies of corporations, 88; increasing importance of, 30-81; predilection for urban 
hteot, 20. See also /mmigrorioa ' 

Ncm Jersey, early child labor legislation of, 434; minimum mage legislation of, 310, 320, 
323, 324 . ‘ 

Ncm South Wales, hours of work in, 487; minimum mage system of, 281, 282; night-murk 
prohibitions of, 530 
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New A’ork, hours lews ot, 521, 625, 532: miniinum wnpe legislnlion ot, 317, 31S, 320. 323, 
824. 842-317 

Nrip York Cfntral Railroad r. H’AiVf (37 Sup. Ct. 247), 329 

New Zenlnnd, mlmmum wegc end campulsory nrliitrnlion in, 230-2S2: nuniruuiii we:;c 
syslcra of, 280-282; trend of reel eaminioi in, 78 

Niglil work, ns component of “lioiirs" problem, 414; cilcct.s of, on bcnllh of workers, 15 1; in 
continuous-process industric.s, 454; in indusirini linmework, 418; leg.".] regulnlinii of, in 
other countries, 635-530; ot minors, 4G2; proliihilinn of, for child workers, in Kiipinnd, 
420; prohibition of, in women's hours lows, 533-53 1. Sec iiho Ilnnrr of irork 

Nineteenth Amendment, circumsinnccs of ratificnlion ot, and r.itiniihility of child hilmr 
amendment, 450; extension of women's tights by, and conslitiitiunality of mlaiiuum 
wage legislation, 331-332 

NIRA, sec National Industrial Rceorcry Act 

Noise and vibration, ns factor undermining health of workers, 401; clfects of, on health of 
employed women, 404 

Nonhumnn power, increase of, relative to wage earners, 10-21 

Nonstandard families, budgets adjustable to needs of, CO-71; prevalence of, 52, 53. Sec 
also Standard famibj 

North Carolina, hours law of, 525-525, 532 

North Dakota, minimum wage legislation of, 305, 318, 320, 324; women’s hours laws of, 5i32 

Norway, legal minimum wage in, 205; national income of, 41; night-work prohibitiuns of, 
530 

Nova Scotia, minimum wage system of, 208 

NRA, sec Naiional Rccomj Administralioa 


0 

Occupational migration of labor, American conditions conducive to, 200; ns cause of rise in 
real earnings, 211-212; average earnings and, 88, 100-101; employment exchanges 
and, 100; impediments to, 100-200. See also Mobililn 

Ohio, child workers in, 424; hours laws of, 523, 532; minimum wage legislation of, 310, 320, 
323, 324; wages of women workers in, 411 

Oklnboma, hours legislation of, 523, 532; minimum wogc law of, 1037, 301, 321; wages of 
women workers in, 411 

Oregon, hours Icpslation of, 521, 523, 521, 525, 528, 532; minimum wage .system of, 305, 
310, 312, 813, 318, 320, 321 

Organization of labor, sec Organized labor; Vnioaim 

Organized labor, advantage of, over unorganized, in hours of work, 450-172, 470: attitude 
toward labor legi.slntion, in United States of, 3D2;cconomicc0icncy of, 185-187, 101-105, 
201, 212-214; effect ot immigration on, 31; representation of, in NRA code-making 
process, 502-304; theorizing of, on shorter work week, 438-480, 403-400, 502; women 
workers and, 305-300. Sec also Unionism 

Orthodox economists, see Classical and ncodassiral rcanomisls 

Output per man-hour, citccts ot increase on real earnings ot workers, 200-200; incro.a.sc in. 
per worker, and returns to labor and capital, 214-210; of women workers, compared 
\rith men’s, 303; relationship between work period and, 497-502. Sec also K//iarnry 
of labor; Prodiicimlij of labor 

‘‘Overproduction" hypothesis, and decline in rate of industrial growth, 412; ns factor in 
background ot NRA, 357-358; distribution ot value product in 1920's and, 170; labor 
tlicsis of, in relation to case for shorter hours, 495; treatment of unemployment by 
proponents of, 200, Sec also Underconsumption 
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m 


Overtime morl:, ns component ot jeneml proMcm of hours, 408; forces condudve to, 468; 
Inilucncc on onnunl enmings ot, 97; NHA codes regulntion of, 483; prohibition of, in 
women's hours lows, 833, See niso Hms gf mrk 
Ownership, incidents ot, see JndJenU cf mimkip 

P 


Fnlmccd}wcn Child Libor Bill, 430 

Parasitic industries, industries not paying living wages as, 279; public conception of, 806; 
social costs ot, 316-317 

Part-time work, citent of, in depression ot 1930's, 477 

Pennsylvania, early child labor legislation of, 423, 434; hours bgisiaSon of, 628, 632; mini- 
mum wage law of, 324 

Pcop/c re. rrf Cmp ». Craiii (179 N. Y. 417, 72 N E 464), 621 

People e. Ever (HI KY. 129, 38 N E 4), 634 

People i. Klhek (214 N. Y. 121, 108 N E 278), 635 

People c. Svecessors oj Laiirmpa ond Co, (82 P. R. Rep. 768), 818, 826 

Per capita national income, see Eolmdt heome 

Per capita real income, reasons lor lag of real earnings behind, 214-217; trend of, in com- 
parison nilh real earnings, 137-161. Sec also Nolianol iitcome 
Per Capita wcnitli, sec E aimed wealih 

"Perfect" competition, deviation marginal revenue and price in absems ot, 196-197; 
cquiTOicnce of marginal revenue and price under, 195-198; esploitation of labor in 
absence ot, 197-198; place of, in assumptions of productivity theory; prerequisites 
to, in market for commodities and lor labor, 191-102. See aUo hpetjeel aompeltlion 
Personnel policies, of large-scale plants, 11-12, 16; unionism, as force causing liberoliaatiou 
of, 214 

Peru, governmental wage control in, 301 

Petit a. Mimetolo (174 U. S. 181), 635 

Philadelphia Bureau of Municipal Rcscardi, budgetary studies ot, 64 

Photo-engraving industry, small-scale productfon in, 12 

Physical esaminations, periodical, desirability ot, in case of child workers, 46H62; short- 
comings of slate laws, requiting tor diikf workers, 437 ^ 

Physical production, explanation of lag ot real earnings behind, 214-218; compmison ot real 
earnings mlh, 64-68, 130-167; hours worked and, 403, 497-602; inTOse in, as cause 
of rise in real earnings, 206-209; iade.v numbem ot, 67, 144-146; o women wmta 
compared wiUi men's, 393; trend ot, 87, 111, 138-142, 146, 16M64, 157; under different 
working shifts, 601-602. Sec also Preduatiaify qf lahor , 

''Pin-money" workers, overestimate ot siec ot group, 72, 306-397 
"Plural-unit" business organisations, extent of, 18; propoiUon of wage earners i 

PolimSLnsion of, to hours of women worker. S0^SO4;tor of lede^^ 

of, under cbildlabor.mcndm.nb 460 iphym»line,u*es.nd«we^^^^^^ 

women a, reason for extension of, 3^1 regulation of hour, and, 638629, ««1 and 
economic taels as justiSealion ot exercise ot, 820; sustaining of mimmum wagr 
Uon as proper cxcreiBc oft 351-S58. See also Freedom of conlm 
Political persecution, as factor in immigra^oa, 29 
“Poor," definition of, in terms of property ommlip, 2C5; h -- . 
so ehssilied. 220, 222-226; pementagnofw^lth possessed by “ 

tries, 270; pcmnlagool wealth possessed by. as class, m United States, 265 , 


of ebild laborj 429 
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Populnllon, age dlslribulion of, 128-131; cla-idficallon according to properly oarocrdiip 
of, 2C2-2T1; dccllac of birlli and death rat« in, 211 ; dependents in, relative to gainfully 
employed persons, 131-132; distribution of income among inemlwrs of, 210-227; cllect 
of changing age composition on productivity of, 130; gainful cmploynient of innios and 
females in, 1880-1030, 378, 370, 380-300; immigration ns factor in, 27-32; in relation 
to real national income nnd physical product, 20, HO-1 iC; number and per cent of, 
gainfully occupied, 7, 8, 27-29, 377-378; of England nnd Males, total nnd gainfully 
occupied, 23; sc.v distribution of, 28; urban and rural, 21, 20; United States total, 
1700-1030, 21, 27-28, See also Gainfully employed permi 
Portugal, government regidntion of rrages in, 297 
Postal employees, trend of real earnings of, 102, 103, 105, IH 
Poverty, nnd measurement of labor's matcriul progress, dO; avetago c.amings nnd family 
incomes, compared rrith amounts necessary to raise family nbovc, 231-238, 210-210; 
causes of, 228, 230-231, 238-239, 250-252, 257-258; consequences of. 258-201; 
definition of, Gd-OS; description of livelihood at level of, 01-05; distribution of income 
among families nnd, 220-225; employment of vomen nnd children nnd. 200, 417; 
extent of, in England, 225-233, 280; extent of, in United States, 233-235, 2 18-250; ill- 
ness, cliildbirth mortality, nnd, 259-200; income necessary to raise families above, 
04-05, 234, 230, 240, 214, 245, 250; infant mortality nnd, 258; minimum uage 
movement nnd, 278, 285-280, 292-291, 305, 312-314; mortality rate nnd, 200; of 
nomcn rrorkers, as indicated by earnings, 407-414; "primary," in England, 228-2.33; 
relief cases as evidence of extent of, 227; “secondary,” in England, 228-233; social 
unrest nnd, 200-201. See also Inadequate taminys 
Porrer, nonhnmnn. See iVon/umon poieer 
Prevailing rvages, see 11'ayee, "preeaUing" 

Price of labor, ns a function of productivity nnd supply curves. 175-170, 211; ns appropriate 
subject of legislation, relative to other prices, 334, 343; ns determinant of amount 
utilized, 170; ns influenced by abundance or scarcity of cnpilnl, 187-lSS; bargaining 
power and, 202-203, 212-214; commodity exchange ratios and, 210; demand os deter- 
minant of, 170, 181-182; diltercnces in. 160-100; effect on employment of maladjust- 
mcnl of value of productivity nnd, 181-182; elasticity of supply of labor nnd, 182-180; 
immobility nnd, 109-200; imperfect competition and, 192-198; influence upon amount 
of labor forllicoraing of, 185-187; marginal productivity, employment, nnd. I SO; physical 
productivity nnd, 200-209; tendency to correspond with marginal productivity under 
competition, 179-180; rrage sluggishness nnd, 203-201. See nhso Deleminanli of 
wages; Afonriiiaf productfrity 

Price inflc-vibility, nnd n.ssumptions of capitalistic free enterprise, 278-279; ns factor c.au.sing 
technological di.splnccment of labor, 510-511; as preventative of adjustment of wages to 
level of value productis-ity, 203; clfcct of corporations on, 200; probability of future 
increase in, 512-513; wages ns type of, 200 

Price level, clfcct of increased productivity of labor, and diltcrcnl movements of, 208-209; 
movement of, in United States, 75-78, 83, 85-87, 111, 110-117, 119-120, 122, 12t, 220, 
231, 230, 239, 214, 359-300; lehition of stability of, to trend of real earnings 201; 
stabilization of, ns factor lessening inequality of wc.allh distribution, 277. See also 
Peiees 

Prices, changes in, and consumption habits. 52; in rclalion to .shorter work periods, 515; 
money earnings nnd, 110, 117, 119, 120, 122, 124; movement of, after 1933, in relation 
to pureha,sing power Uicoiy of NBA, 122, 359-300; movement of, nnd adequacy of 
earnings of labor, 229, 231, 230, 239, 214; movement of, as determinant of effects 
of leehnologic.nl changes, 510-511; national income nnd. 137, 140, 141, 1 17; tviluclinn of 
work period nnd rise of, 502-507: xelalivc movement farm and other, 83, 80-87; rise of, 
in first legal minimum srage period in United States, 312-313; sagging of, 1920-1930, 
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111; tendency to equate marina! utdity id, 4; tend of, 79-82, 85-87, 111, 116-120. 
See also Cost of living 
Prices, farm, see Farm prices 
Prigg r. Pennsglmnia (16 Pet. 539), 454 

Primary poverty, dcBniUon of, 228; cstcat of, m Englaml, 228-233, See also Pomiy 
Private property, see Property 

Producers’ goods, increase in, relative to coKumers* goods, and effect on return per unit to 
factors of production, 216-217; incr^seof, reiattve to consumers' goods, as explanation 
of lag of real earnings behind per capita real income, 216-217. ^ also Capital goods 
Product, physical, see Physical Produdm 
Induct, value, see Value produd of labor 
Production, factors of, see Fadors of proiudioa 
Production, physical, see Phtjml produdm 
Production, value, see Value produd of labor 

Froducrion function, diminishin g tendency of, when factors not mcreosed proportionately, 
177--178; formula of, 178; homogeneous Knew character of, 177 
hoductivity, marginal, see Marginal producUri^ 

Productivity of labor, as determinant of price (rf labor, 175-176, 179-I80, 206-208; overage 
and mar^nal, 21^216; dependence on supply of capitol of, 187-188, 215-216; dimin- 
ishing (iaracter of, . with increase in units used, 176, 177-179; diminishing 
incremental, 180-182; effect of employment of young persons on, 417, 419; 
efficiency and price as determinaats d margina], 180, 207-209; immigration effect on 
miir ginfll, gUj inventions, new madiinery, and, 215; labor supply as determinant 
of, 182-180; lag of earnings behind, and volume of employment, 204; measurement of, 
172-174; reiil earnings t«nd and, 135-16(P, rdationship of, to real earnings trend, 296- 
209. 216-218; trade union position on effect of hours reduction on, 493; under different 
working periods, 497-502 
Producrivity, physical, see Phydeal produdm 
Productivity, value, see Value produd of labor 
Productivity theory, see Marginal producHdty 

Professional service, child workers engaged in, 424; increase of number of persons engaged 
in, 22; women employed in 382, 884 

Profits, os share of national income, 168, 165, 167; belief in institution rf, in America, 6; 
concentration of property ownership and, 476; effort to end depression by increasing 
labor costs and, 360; function of, in capitalban, «; reasonable, as goal of NBA, 369 
Progress of labor, causes of absolute gain and idatire loss, in real earnings, 206-818; 
criteria of, 4(M3; dimumtioa of poverty as eieraent in, 227-267; (dfect of unemploy- 
ment upon, 104-110, 121-122; factors affecting, 86-89; in distribution of national 
income, 163-168, 210-227; in free income, 182-134; in boms of work, 466-488; in 
legitiative protection, 87W24, 36m 48M48, 6im; in real mmngs, 43-63, 

74-128; in relation to value imputebIetol.bor,6Ml,171-174;melioMm^^^ 

48-61; relative to other classes, in real income, 64-61, 13M36. 138^46, 161 17 , 
standards of living, as component of. 61-72, 227-257. See also D«(r*6iii»a ojtncom, 
iofcf Icjistoiuiii; Ecid roniinjs; IFojes 
“PtoKbit,” legal meaning of term, in relation to child labor amentoent, 456 
Proletariat, as creation of Industrial Bevolulien, 4; deveIopm»t of class attitute 4 . 

, tiae of, as indicated by classification of gainfully employed into economm groups, 33, 

ProS*alleged incentives of private, M, 273, 274; Amerta 

assumptions underlying institution of^afe "^^“tnnequal distribn- 

alnpi)f,274-277;concentrationolownereh]pi)t,82,262-271,ime j 

tion of ownmsbip of, 272-274; inewe of. i» relation to sme of national dividend. 
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273-274} Inws governing, nnd unequal dtftribulion of wcallli, 275: pcrccnlngc of 
income derived from, by income groups 272; privstc. nm! corpomtion, 5-7} relation* 
sliip of ownersiiip of, (o income, 272; separation of incidents of, 15-17, 274; simre of 
tDla] income received by, 163, 1C5-1C9. 272} simlbirity of laws governing, in diffcranl 
countries, ns factor explninitig similarity of dlstributinn of, 275. See nlso )f’rnff/i 
Property, distribution of ownership of, sec Distr&uim oj vcallh 
IVopcrly, private, see Pnpcrttj 

Proportion of factors, law of, see ConAmdm efjodors o/ prorfwc/ion; Wiminwftjny fnerr* 
ffirntnf prodnrtiVtVy 

Protective iegisintion, see Ulor kuufafm 

Public imneiit, Supreme Court inv^ing of prinnple of, 851-350, 522, 523, 52D-527, 520, 53.^ 
Public expenditures, ns factor affecting standards of Imng, 132-131 
Public service, clnld worfjcrs engaged in, 421; women cmploywl in. 332 
Public utility wage earners, hours of, 481, 485} trend of ni earnings of, 102, 103, 114, 118, 
120. 121, 125 

Puerto Rico, minimum wage legislation of, 806, SOD, 818 

Purcliasing power tI»cor}’, ns basis of shorter hours demand, 480, 403-106; effect of, on 
minimum wage movement of IflSO's, 810; government wage regulalion ns nmnifeslatlon 
of, 278; of NBA, 358-360, 481. See also Cm/frfon»wm;rfiM 

“Pure” competition, see 

Q 

Quanlitailvc methods, as mctans of determining productivity imputable to labor and c'lpilal, 
172-174; importance of, in labor economics, 43; inslclcrroiningclaxlieily of demand for 
labor, 182; in determining cinstioty supply of kbor, 184 ; to determine distribution 
of wcallh, 203. 207 

Quebec, government wage regulation in, 208, 2^ 

Queensland, hours of work in, 487; minimum wage system of, 281, 282 
Quota system, of immigration rcslricliOD, 30 

B 

Rarf/cf r. h'nr Peri’ (201 U, S. 232), 530, 531 

Railroad workers, annual incomes of, compared with cost of livciihow), 211, 210, 251; 
conslilulionalily of liours laws for, 522; federal rcgulalinn of hours of, 521-522; gomn* 
mcnl regulation of wages of, in Pinglawl, Ml; real camingi of, compared with pliy.Ocnl 
product per employee, 155-155; trend of real caruings of, 102, 103, 105, 114, 117-118, 
120, 121, 124 

Railroads, nod development of national economy, 82, 88; consequenre of development of, 11; 
increase In iHilc.agc of, in United States, 18, 88; mileage in England, 13; nulc.agc in 
Germany, 13 

Real earning*, capital factor incre.ise and trend of. 214-215; causes of incre.ise in, 82-81, 
200-214; concentration of gains in, by periods, ffl3, 85, 87; decline of farm prires and 
incrrju«e in, 210; derivation from money earnings <d, 4f»-56; dclrmiinanls of, I75-2(i3; 
ctprc>«ions of, 44-4G; farm prices and, 217;frec inctuncand, 132-131, 218-210; liniirly, 
trend of, 02-03, 123-120; immigration cuilnilinrnt and trend of, 31, 211 ; in Cnioiiial 
Aineriw, 78-80; Inercasein clerical workers and, 2U; legal minimum wage, elleel uptm, 
285, 202-201, 312-314; middlemen’s share <rf national ineonjc nnd trend of, 217; 
occupational shifts and, 211-212; per capita production, qinlitnllve changes in labr 
factor nnd, 21C; pli.vMcal nnd value product, lag behind iMcre,a<c of, 21 1-218; phy>:c:d 
product and, 51, 57, 187-145; producers' goods output nnd, 216; relative gains of 
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different groups in, 102-104; studies of trend of, 88-90; trade uniomsm and trend of, 
211-214; trend of, in England, 74-78; trend of, in United States, 78-128; unemploy- 
ment, effect on trend of, 104-110; value imputable to factors and, 167-160; value 
product and, 58-60, 167-160; under NBA, movement of, 369-370; weekly, movement 
of, 93-96, 118-121 

Hecoveiy administration, see National Recover!/ Admistraiion 
“Re-employment agreement,” President’s, and recovery effort of 1933-1935, 356, 862, 365, 
367 

Belief, grants for, as factor in free income, 115-116; illness rate of persons on, 260; persons 
on, 1930’s, 227, 255 

Bclocation of industry, maladjustment caused by, in 1920’s, 245 

Remuneration of labor, see Distrihiiiion ef income; Earnings; Real earnings; Wages 

Rent, in cost of living indexes, 50, 51; proportion of workers’ incomes expended for, 66 

Rent, economic, see Economic rent 

Revenue, average, see Average revenue 

Revenue, marginal, see Marginal revenue 

Rhode Island, early child labor legislation of, 434; hours laws of, 521, 532; minimum wage 
law of, 324 

Rhythm, adjustment to human, and physical output, 499; breaking of, as factor conducive 
to bad health, 491 

Rights, legal and personal, corporation and, 16; government intervenUon and, 279; indi- 
vidualistic conception of, 2—1; legislative enactments and, 324-356, 517-534; of busi- 
ness, English attitude toward, 286; relative character of, 279, 328-329; utilitarian 
conaption of, 5. See also Uberiij 
Rileij ». Massachusetts (232 U. S. 671), 530 
Risk assumption function, segregation of under corporate form, 16-17 
RUchie v. People (155 111. 98), 303, 528, 529 
Ritchie c. Wagman (244 111. 609), 629 

Rural population, of Germany, 28; of United States, 1890-1930, 24-25; of England and 

Wales, 25-20; See also .dyricuhaw Par® fahor 

Russia, hours of work in, 487-488; night-work prohibitions of, 636; wage regulation in, 295, 
297 


Salaried persons, see Clerical warhers; "Lower-salaned class 
Salaries, as share of national income, 1900-1936, 163, 165, 167; as share of va ue create y 
manufacture, 168-169. See also " Lower-salaried" dass; National income 
Salata v. Untied Stales (286 Fed. 126), 452 

Saskatchewan, miiumum wage system of, 298 , 

Savings, as proportion of national income, 141, 147, 163; by American people, and ^owlh ot 
naUonal wealth, 261; inclusion and exclusion of, as affecUng size o na ona in , 
141, 147; of moderately circumstance4 and wealth accumulation, 273 
ScheckerPouUry Corporation v. United States (295 U. S. 495), 356, 370-371, 433 
School attendance, correlation with child labor of, 417; stale laws requiring, 436, under 
NBA codes, as condition of employment of youthful workers, 430 _ , 

Scientific method, and simplified assumptions, 181:apphcot.on of to margindp^^^ 

theory of wage deterrdnation, 206-208; as applied to analysis of wage determination, 

190-191; quantitative, in field of S,e dso Minmum 

Secondary poverty, definition 228; extent of, in Eng n > 


-y t vyvsvjf 

Section 7 (a) of National Industrial Recovery Act, 382 
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Security issOK, leguhtioQ of, asd equaiisaUau of &tribution of wealth, 276; s^ration of 
ownership inadents by, 16*16; speculation in, 16 
Semiskilled workers, annual earnings of, 248. See also [rnrin/ied tcorhera 
Sentinels of the Republic, opposition to child Mor amendment of, 449 
Servants, causes of decline in relative importance of, SQ\ number of, and ratio to gmnfuHy 
employed population of, $2 

Service occupations, earnings in, during depression, 120, 124, 127; importance of, rdative 
to “basic production industries,** as employment fidd for women, 888-884; increase in 
importance of, I620's, 22-28; multiplication d, as cause of increased employment of 
women, 876, 386-886; trend of real earmngs in, 120, 124; women employed in diSeient, 
S83-S86; workers in, as compared ^th “matoi^ goods workers,” 87 
Service^rendering workers, see Smice oceupotums 

Seven-day week, abolition of, in steel industry, 475-476; in sted industry, 468. See also 
Hours oj inorh: Shorter-kours mmmid 

Sex distribution of gainfully employed, 378-3^. See also Gainfully mployei perms 
Shorlet-houts movement, as means of absorinng unemployed, under NRA, 869; belief in 
necessity of, as factor in back^und of NRA, 8SB; citizenship motives underlying, 
489-400; economic implications of, 608-616; health (A workers and, 491-493; impetus 
^ven by NBA, 49H84; labor’s position on ration of wages to, 49M97, 602-503; 
le^slaiive part in, 4S6, 616-58G; orthodox economists' attitude toward, 602-503; 
physical product and, 497-602; progress movement toward, 466-486. See also 
Hours of mh 

Sickness, as cause of poverty, 228, 233, 239, 267, 260; as consequence of inadequacy of dam* 
lags, 267, 269, 260; long hours, Is relation to other causes of, 492 
Sngle-tax program, economic tent as share of national iucome and, 217; Henry George 
omission in reasoning on, 217 

“Single-umt ” buriness orgamzaUons, extent of, 18-19; proportion of wage earners employed 
by, 18-19 

Six-hour day, adoption of in 1920’8, 478, 479; See also Hours qf work; ShorUplmrs moss- 
mnt; TldHy-six hour week 

Sixteenth Amendment, judicial history of, as indicative of powers conferred by d>ild labor 
amendment, 452 

Sloiled workers, alleged shortage of, in 1930'^ 164; greater progress than unsldlled toward 
shorter work week, 468-469; relative sharing in increase in real earnings, 1878-1890, 84 
Small-scale industry, and “cutthroat" comi^tioD, 18; depression work-faring polities 
of, 478; prevalence of, 12; problems arising from, 12-18; reasons for continued prev- 
alence, 12; sweated labor in, 397-398 
Sotittl insurance, extension of, in England, and earmngs of workers, 230 
Sotial Security Act, intidence, probable, of payroll tax c^, 218 
Sotial service, growth of expenditures for, 1$8-1M: relative henefiU of urban and rural 
population from, 27 

“Sotially desirable" livelihoods, accepted criteria <tf, 67-68. See also Adeiiuacy of tamings; 
Standard of living 

South Australia, minimum wage system of, 281, 282 
South Carolina, percentage of child labor in, 424 

South Dakota, hours regulations of, 682; minimum wage legislation of, 806, 307, 809, 320, 
824 

Spetialization, effects on health of workers of, 491; large-scale industry and, 11-12 
Speculation, and share of labor in value product, 170; as cause of unequal ^stribulion of 
wealth, 276; corporation as stimulus to, 16; is relation to distribution of wealth, 170; 
of 1933-1934, and fmluie of prices to lag behind wages, 860 
Stabilization of industry, os NRA objective, 869 
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Staeg o. Kmji (07 M&ss. ICC), 455 

“Staggering” of vork, effect of, on total payroll, 477-478; proportions of, m depression of 
lOSO's, 47C-477; unemplo^'mcnt reduction possibilities of, 504-505. 

Standard of li^og, its indicated by comparison (ff earnings \rith costs of imumum decency, 
228-257; its influenced by number of contributors to famfly income, 281, 23C, 237, 289, 
243, 248-249, 251*253; os measurement of progress or retrogression, 42; con^pts 
of socially desirable, 01, 07-08; definitions d term, G2-G3; dynamic character of, 63; 
csicot of attainment, by workers, of mmimum health and decent^, 239, 244, 245; 
income distribution among persons and families and, 219-227; labor theory of, as 
determinant of wages, 468, 502; levels of, 04-07; minimum wage fixation and, 285, 
292-294, 312-314; of women worficr^ 71-W, 402-403, 407-414; population, oge dis- 
tribution, and, 180; real earnings trend and, 74-128, 132-184; size of families, as factor 
affecting, 08-09, 128-120; supply of labor and, 186-187 
Standard family, cost*oMHng indexes based on assumption of, 52; earnings of American 
workers, compared with amounts necessary to support, 234-254, 260-257; measure- 
ment of needs, in deviations from, 69-70; needs of, and income of actual families, 220; 
percentage of total, os revealed 1^ McQcur study, 251-252; reasons underlying 
assumption of, 01-02; statistical errors in bssumplion of, 62, 68; stupes of actual 
families, as test of validity of assumption of, 249-258, 256 
Standard working lime, os one part of '‘hours” protection, 463; necessity of eslabli^ng, in 
large-scale pmduclion, 463; trend of, in United Slates, 466-467, 469, 470, 473, 474, 
476-470, 482-488. See olso Uoun of Vforh 
Sioie 0 . CroiDC (l30 Ark. 262, 105 S. W.), 325 
flatc V, Kmtdscn (154 Wash. 87, cert. den. 281 U. S. 745), 452 

Sted induslty, abolition of twlvc-hour day in, 475-476; child workers in, 422; long bonrs 
in, in ISOO's, 464, 407-468; pro-afling hours in, in 1920*8, 474; social consequences 
of twdv^hou^ doy in, 490; twclvc*bour day in, 468, 472 


SWtfcr e.'0’2fQra (243 U. S. 029), 306. 325 

Sfewiwoft e. Si. C/ci'r (101 Minn. 444), 317, S26 ^ miuirn 

Street trades, cliildren engaged in, 426; employment conditions of children in, 426-427; 

MTOotIceisIalionloindBdedillteB ill. 437; bom of chad worker, b, 418 

SUccl-railway workers, average purclraai^ power of, before and after 1900, 10 , rea 
catniiigs ond phyeicol product of, IJO. Sec oleo PnMit vail) mfe mnen 
Sobnonmil workers, low eatabss of, and redoctioa b average for oD, MT, mimmuin wage 
provisions for, 284, 294, 310, 315, 916; wage provisions for, in NEA codes, 

“Sobsislenco plus" sbndotd of living, cumparisuu of amounts necessa^ to mmntmn wM 

beomcdbtributionamonglumaici^ 224 224^251 eomparisoauf^^^ 

eambea with ncount neeossary to mabbb, 234-248. Sen dso temom 


and dmnc) ilandard . ,, 

iobstitutability of factors of production, as dependent on Jeiible pnees, 20S-J , 
depoident on mobdity, lOMOI; as prerequisite to payment m 


Sunday work, establishment of, in steel industry, 468; ii 


.t labor, adiostment among industries of, aceord^to vdoa ratio d 
birtb me and, 211; detormb.tion of marH 

y of, 199-200; inclination of curve d, J * y (jpaical- 

894, ‘ 398, 416, 418-419; bm distribuUon of, 878-880; sligb g t y 
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economists, 183; statisUcal determination ti, 18H8S; wage level and, 183-187. See 
also Elattie\(}i o/ aufjHy; Popvlation 

Supreme Court (United States), attitude tovard special protection of women, 350-3jl, 
354-S5D, 528-530; federal child kW kws and, 44(Mi8; invalidation of Federal Coal 
Conservation Act by, 371-373; Invatldalion d NIRA by, 870-872; living wage prin- 
dple in minimum wage laws and, 279; minimum wage laws and, 303, 806, 816, 817, 
824-366; mistaken interpretation of New York minimum wage law by, 844-346; on 
delegation of legislative pou’cr, 870-371: on cxlcndon of general welfare clause, 871, 
372; on price Sxing, 371-372; personnel of, and ouleomcof eases decided by, 826-827; 
probable altitude toward federal u*agc relation of, 870-874; restrictive viewof !egi^ 
Intive powers by, 441-448; ruling on hours legislation, 820, 622-525, 528-530 

Sweating, decline of, under NRAn^ation^dOO-IOUdcfiDitioD of, S07;elfcctofdcpresson 
upon extent of, 390; Ic^slnlion against, 897-SD8; occupaiions characterized by, 368; 
of child workers, 426; of women worlmm, minimum wage movement and, 278, 280, 
285-267, 805, 314-315; Ij^pcs of protedion needed against, 401-402 

Sweden, national income of, 41; nigbt-wortr prohibitions of, 586; trend of real earnings in, 
78, 70 

Switzerland, niglit'work prohibitions of, 530; trend of real caminga in, 78 

^'System of natural liberty," Adam Smith’s conception of, 4-5; as rationalization of nature 
of business enterprise, 4; See also Lamzfairc: Ukrty 

T 

Tasmania, minimum wage system of, 2S1-28S 

Taxation, as factor causing-rcdistribuUon income, 218; benefits of different classes, from. 
133-134; British policies of, and extent (d imverty, 230; effect of, on free Income, 27, 
182-134; for welfare expenditure, 138; isddence of, and worker benefiU from, 183-134; 
invalidity of cxerdse of power of, in second federal eliild labor law, 444-446; judidolly 
cstablislicd limitations on use of power of, to regulate, 445-447; of anomic classes 
other than labor, as explanation of lag (d real earnings behind production, 218; prcce* 
dents as to extension of power of, 444-447; progressive prindple in, os means of lessen* 
log inequality in distribution of wealth, 277; Supreme Court interpretations of, 444^8 

Teachers, trend of real earnings (ff, 102-195, 115 

Technocracy, as extreme statement of tedtoolo^l unemployment position, 509; position 
of, on displacement of labor by macliises, 509 

Technolo^cal changes, as ultimate cau^ of employment of women instead of men, 888; 
demand for labor and, 183-189; effect on Uctics of craft unionism of, 89; employment 
of cluldrcn and, 416; employment of womn and, 376, 377, 380, 886, 388; labor bdief 
in displacement by, 403, 404; price isilexibility and, 609-610; unemployment caused 
by, 500-515; work period length and, 5(9-515 

Tedmolo^cal unemployment, belief in prevalence of, as factor in background of NRA, 858; 
labor conviction os to, 405-486, 508; pt^tion of dasacal economists on, 509; relevance 
of wage sluggishness to, 500-510, 512; restriction of hours as means of offsetting, 
611-513 

Telephone and telegraph workers, hours of, 481, 486; purdmdng power of, pre-1900 and 
post-1900, 105; real eanungs and pl^al product of, 153-157. See also Pulifte 
vtHUy wage earners 

Ten-hour day, establishment of, for government employees, 518; movement for, in England, 
486; mneteenth century establishment ei, 467; physical product of, compared with 
dght-hour, 490-500, 501; producti^ty of, relative to twelve-hour day, 501; shift to 
aghUhoor from, 1880-1920, 473. See also Bms of work; Shorier-houn mmmi 
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union, 47(M72, 470; indifference of women workers to, SOA-SOO; labor-cost proportions 
and effectiveness of, 194-105; lag of wages behind productivity and effectivimess of, 
213-214; membccsliip losses of War period, 214; protection of unorganised worken by, 
214; role of, in rise of real earnings, 212-214; supply curve of labor and efSeacy of, 
135-167; theorizing of, ns to effects of shorter work week, 433-480, 403-497, 502 
United Kingdom, distribution of wealth in, 270, 271; total and per capita wealth of, 270- 
271. Sec also England 
Vniled States e. Doremus (240 U.'S. 80), 440 
Vniled Stales t. Lam (103 U. S. 253), 455 
United Slates a. Martin (04 U. S. 400), 520 

United Stales a. Morlhem Commercial Co. and George A. Coleman (0 Alaska 04), 520 
Unrest, industrial, effect of insufficient earnings upon, 200-201; effect of unequal distribu- 
tion of wealth upon, 273 

Unskilled workers, competition in market for, 103; effect of unemployment on real earnings 
of, 110; hours of, 403-400, 474; immigration ns factor swelling ranks of, 84; relative 
sharing, with skilled workers, in increase in real comings of, 1870-1800, 8 1; trend of real 
earnings of, 102, 103; weekly and annual earnings of, compared with cost of livelihood, 
235-238, 240, 240-240, 253, 254 

Urban population, augmentation of, by immigration, 20; gain of workers within, consequent 
on farm price decline, 210; in United States, 1800-1030, 24, 25; of England and Wales, 
25-20; of Germany, 20; real earnings of workers in, ns compared with rural labor, 34, 
08-101. Sec also Urbanization 

Urbanization, and economic sceurit]', 27; ns consequence of farm depression of lD20's, 20; 
causes and consequences of, 25-27; effect of immigration decline upon, 20; increase 
in, 1800-1030, 24-25; of wage earners in early Industrial Revolution, 4. See also 
Urban papulation 

Uruguay, government regulation of wages in, 301; night-work prohibitions of, 530 
Utah, minimum wage laws of, 300, 300, 318-320, 324 

Utilitarianism, and curbing of economic freedom, 5; assumptions of, as applied to economic 
life, 5 

Utility, alleged maximization of consumers’, in free private enterprise, 2 
Utility, marginal, see Marginal ulilitg 


V 

Value Imputable to labor, sec Value produet of labor 

Value of products (American industry), os evidenced by national income studies, 39-40, 
140, 147; in mnnufaetnrlng, 1849-1033, 0, 7, 0; labor's share of, in manufacturing, 100, 
105, 108-171; labor’s share of total, 147, 1C3, 105-107. Sec also National income 

Value product of labor, Adkins dictum on, ns standard, 321, 337-338; comparison 
with real earnings, os test of relative progress of labor, 50-00, 158; concept of, 54; 
factors affecting, 175-205; in coal mining, ond real earnings trend, lGl-102; in manu- 
facturing, ns compared with real earnings trend, 153-101, 103-171; in manufacturing, 
1910-1929, compared with number of wage earners, 405; in minimum wage laws of 
1030's, 321-322; Justice Sutherland’s conception of, 330-340; incorporation of, in 
“Wages and Hours” bill of 1037, 375-370; increase in, ns cause of real earnings rise, 
207-200; increase of, in retarded industries, ns consequence of physical productivity 
rise elsewhere, 210; lag of real earnings behind average, reasons for, 203, 214-218; 
methods of ascertiuning, 59, 157-158; of urban labor, increase in, as consequence of 
decline in farm prices, 210; possibility of cost of subsistence exceeding, 322; reduction 
of, in consequence of imperfect competition, 190-198; Supreme Court on inseparab'ility 
from living wage standard of, 842-847 ' 
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" Viriable capW” Mdrsiiiii tliesis ot foaiire to increiise in accordance mth capital accumu- 
lation, 188 

Eccac Bank a. Fcnno (8 Wall. 683), 446 
Victoria, minimum irage system in, J80-886 
YtSage Prtcind (jf Banamr t, Alkiiu (78 Neir Hamp. 308], 466 
Vocational training, development of, as factor affecting qualitative character of labor, 816; 
need for, in solnng child labor problem, 468. See also Apprtnimhip 


Wage, miinmum legal, see Ifinimmn mge, legal 

Wage boards, under minimum wage systems, 881-888, 887-888, 896-801, 807-818, 816, 883 
Wage determination, see Ddeminanlt ^ mgea Uarpnal pnindwity; Wage Ihearg 
Wage differentials; causes of, and productivity analysis, 189-100; factors esplaining, 190; 

under NBA codes, 366-370 
Wage earners, see lEojc-camtaj dan 

Wage raising, as “pump-priming" attempt ot NBA, 869; NBA machinery for effectuating, 
361-368. See also Minimm mge, legal; Pmhating pom ikeotg 
Wage rates, as expression of worker remuneration, 44; business combinations and, 19; 
competitive underbidding ot, 801-808; differentials in, according to productivities, 
189; during period of NI^ 188-184, 304-860; effect of physical productivity increase 
on, in different price situations, 808-809; iegal minimum, in various countries, 
ffl3-884, 887, 888, 898, 300-384; level ot, and volume of unemployment, 181, 136, 176, 
181-188, 800-9101, 869, 481, 497, 608-608; quality and quantity of capital and, 187- 

188iquantityoflaborforthcomingand,188-186;sliorterhont8,volumeof employment 

and, 407, 608-610; stickiness ot, and productivity theory assumption, 803; tech- 
nological displacements and, 61(H13; trend ot, in relation to cost of living, 00-111, 
118,11W81,12S-120- See also rapes 

Wage regulation, effects of, in various countries, 884-986, 898-896, 300, ’ 
864, 369-370; in Australia, 880-886; in bituminous coal industry, Dmted States, 
371-878; in Canada, 897-800; in oonrinenlal countries, 896-807; in latin-American 
rountries, 80(M01; intemaUonal convention for, 878; machinery of, in “■ 
tries, 881-888, 887-891, 896-301, 307-811, 861-360; motives underlymg, 878-880, 
problems emerging from 888-884, 891-898, 896, 31M17, W74;^^e^, -mdur 
“Wages and Hours" bills of 1937 and 1938, 808, S’*"®™* ° 

consUtutionahty of, 304, 317,318,ffll, 385-366, 37(M76;thcoret.c«lbasmrf^^^ 

867-361; mider American minimum wage law^ 306^84; ^der mmantilmm, 8W. 
uife NBA, 366-370; under Walsh-Healey Act, 619. See also Hmmm mge, fejal. 


Wage schedulea, in NEA codes, 868-869 , a las. Jmnllfljitmns 

Wage theory, desirability of approach by survey ot actual is u on, . 
an'd amumptions ot marginal productivity, 176-806; inductive 
171-174; marginal productivity, generaliacd statement of, 
economiste and dissenters. 175; real earnings and physical ^ 

implications of. 64-67, 69, See also Detmmnie qf mgee; Marginal proindunlj. 


incomes of. 174-806, 807-814; effect rf NBA » rTo^aSknd and Ger- 
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in manufacturing, 0, 7; progress in remuneration, compared vritii that of other classes, 
74-78, ISB-lCl, 183-164, lOO-lOBj progress toward shorter work week of, 465-488; pro- 
portion of, employed by corporations, 14-16; standards of adequate comings for, 01-72; 
standards of limng of, as revealed by wages received, 227-861; tests of progress, relative 
to otiicr cl.isscs, 58-61; trend of real remunorolion of, 74-70, 84-127, 128; under early 
industrial conditions, 4. See also Gait\fv!ly mploycd pertoas; Frosrm oj hior 
Wage-fund doctrine, 188 

Wages, adequacy of, to maintain decent livelihoods, 288-257; ns percentage of total family 
income, 251; ns share of national income, 168-168; competition among workers and, 
103-196; constitutionality of government regulation of, 324-356, 870-372; correspond- 
ence with imputed productivity of labor of, 173-174; cocicspondcnce with marginal 
productivity, assumptions undcrl}ing, 100-806; correspondence with productivity 
impubblc to labor of, 171-172; criteria of adequacy of, 66-73; dependence on labor 
supply curve of, 182-185; diltcrcntials in, 180-190; exchange value of farm products 
and level of, 810; exploitation in payment of, 106-108; expressions of, 44-46; "fair," ns 
dedned by mitumum wage laws, 311, 321-322; hours in relation to, 488-480, 403- 
407, 504-513; immigration restriction and, 211; imperfect competition nod, 103- 
108; importance of, ns criteria of material progress, 41-43; legal minima of, 270- 
324, 361-370; measurement of progress in, 43-01; of cliildrcn, 410; of women, 301- 
302, 407-415; physical produclinty and, 200-200; postulates of productivity analysis 
obout, 177-180; rate of, in relation to amount of labor used, 170, 180-182; relationship 
to technological displacement of, 500-513; sluggish cliaractcr of, 500-510; standard of 
living and, 185-180, 404-405; total money, in manufacturing, 1840-1033, 0; trade 
unionism and, 185, 187, 104, 195, 204, 212-214; trend of real, in comparison with 
physical product oud value product, 130-101; under NRA, 122-124, 301-370; unem- 
ployment and trend of, 200-202; “unreasonable and oppressive,” as defined by mini- 
mum wage laws, 321; value product of manufactures and, 157-101, 168-170; variables 
determining, 170. See also Adcqtmcn of eamingt; Deltminanlt tenges; J/tntmtm 
tenge, legal; Ileal earnings; Standard of lieing; Wage thcorg 
Wages, adequacy of, see Adeguaeg of earnings; Inadeqnate earnings; Standard of Using 
“Wages and Hours” bills of 1937 and 1038, ns continuation of NRA objectives, 357; 
macliinery proposed by, 874-375; probable attitude of Supreme Court toward, 871- 
374; public policy declaration of, 374; purchasing power theory of, 278 
Wages, control of, under NRA codes, 361-370 
B’ages, dilfcrcntinl, see Differential uages 
Wages, “prevailing,” provisions for, under Wolsh-Hcaley Act, 519 
Wages, real. See Real earnings 

Wages “unreasonable and oppressive,” definition of, in minimum wage statutes, 845 
Wagner labor relations act, sec National Labor Relations Act 
Wagner-Feyser Act, employment exchanges provided by, 109 
Walsh-Heolcy Act, wages and hours provisions of, 610 

WasUngton, hours lepslntion of, 523, 532; minimum wage le^slation of, 306, SIS, 318, 
320, 324 

WttsliingUm, Virginia, and Maryland Coach Ca, v. National Labor Relations Board (301 
D. S. 142), 373 

Wealth, absolute and per capita, m United States and other countries, 268, 270; causes of 
concentration of ownership of, 274-277; control of distribution of ownership of, 276- 
277; distribution of, 202-271; increase in, in United States, 201-204; nature of, 201; 
significance of distribution of, 271-274. See also National mdth 
Wealth, distribution of, see Distribviion of wealth 
Wealth, national, see National wealth 
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Mob t. Sliiti (06 Neb. SOI), 803, 608 

ITwl Comt flow Co. 0 , Pamih (300 D. a 370), 502, 317, 326, 826, 361-866, 630 
Western Australie, tours ot work in, 487; wage control in, 88HW8 
ffestmtd movancnl, os (otce in deteminotion of teal eaminja, 1870-1890, 82 

“ t“*>r in trend of teil -.m-p, 
212. See also C/en'cof mrhers; “lomr-tahied” dots 
WliSoy councila, and English minimum wage system, 288, 289 
U'illiomi 0 . Ballimm (289 U. a 30), 168 
Wlioms 0 . Emm (139 Minn, 32, 165 N, W. 494), 326 
n'ilion t. Urn (243 D, S. 332), 303, 522 

Wisconsin, diatribnUonofmalli in, 263,265-267ihout9ngnlations of, 692|miniinnm wage 

legislation of, 300, 317, 318, 320, 324 

Wives, consequence of gainful employment of, 403-406; contribution of, to family income, 
236, 249, 261; employment of, as consequence of insufficiency of earnings of chief 
breadwinner, 260 

Women ivorlteta, age distribution of, compared with males, 392, 409; as proportion of all 
^n/uUy occupied, 370-379; average duration of employment of, 393 ; causes of exploita- 
tion of, 370, S92-d02; causes of increased employment of, 376-377, 880; characteristics 
of, as an economic gyoup, 306, 332, 370, 891-897; contractual and civil status, and 
increase in number oft 380j contributions rf, to family income of, 244; tturltnin g 
relative importance in manufacturing of, S82, 884, 386; isplacement of adult males 
by, 388-391; early employment of, 4, 877; economic responsibilities of, 71-72; effects 
of niBbt work upon, 464; elasticity of supply of, SM-SB6; employment of, andbealtb, 
40M08; employment of, as consequence of inadequate family income, 260; family lif«^ 
cluld welfare, and employment of, 408-404; family living standards and employment 
of, 402-408; feminist opposition to specy legislation for, 40H07; bomeiwclliiig, 
needs of, 82, 896-402; household maintenance and needs (ff, 396; hypothetical number 
^ployed, on assumpUon of 1880 ax-datribution ratio in subsequent years, 380; 
immobility of, S94; impermanence as economic group, 802-398, 895; in service 
trade and basic producUon industries, 882-385, 888; increased employment of, tdative 
to moles, 876, 379; legjslaUon iinuting hours iff, 466, 627-534; minimum wage legisla- 
tion for, 279-328; needs of, relative to men, 396-397; number of, and as per cent of 
total female population gainfully owapied, 1370-1930, 28, 878; numbers of, in United 
States, 1880-1930, 378; occupational distribution of, 381-886; occupations employing 
50,000 or mote, 1910-1930, 887; occi^atlona open to, 877; output of, compared with 


Dicn, 893; phyrical output (ff, and houra workei 499; standard of adequate eanungs 
for, 7H2, 408; Supreme Court ruling on constitutionality of spedal protection for, 
348, 860, 364-856, 528-531; “sweated” labor iff, S97-400; theory of legislation affect- 
^87 405; trend of real earnings, 88 ; unorganiaability (ff, 895-396; wages of, as compared 
^th cost of health and decency standard, 407-414; wages of, compamd irith men’s, 
391-393,414-415 

Women's Trade Union League, and orf^mzation iff women workers, 396 
Work sharing,” abandonment iff, after 1936, as cause of increase in we^y earnings, 126; 
^ objective of NBA, 481; distinction work spreading and, 358; philosophy of labor 
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groups about, 4DS-49T, 502, 503, 505; unemployment reduction, possibilities of, 504-505. 
See also Hours o/ verb 
Working day, len^ of, see Hours of uxrli 

Working population, changes in distribution of, between “basic production” industries and 
service industries, 385-380; changes in sex distribution of, 28, 370; (bstribution accord- 
ing to economic status of, 32-38; distribution by major industrial classes of, 21; effects 
of immigration upon, 31-32; increase in, 1870-1030, 28; increasing importance of 
women in. 870-380; percentage of all members of each sex composing, 378-370, See 
also Oainfully employed persons; IPoge-eominp class 

y 

Young persons, correlation of hours and physical productivity of, 600;, early Umitations of 
hours of, 450; effects of long hours on health of, 402; legal limitations on hours of,, 534; 
wage rates of, in NRA codes, 305-367. See also Child labor; Childron 
Yugoslavia, national income of, 41 




